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AREA REDEVELOPMENT ACT 


MONDAY, MARCH 9, 1959 


Houst or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
SuBCOMMITTEE No. 3, 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 10 a.m., Hon. Wright 
Patman, chairman of the subcommittee, presiding. 

Present : Messrs. Patman (presiding), Spence, Vanik, Burke, Miller, 
Johnson, Kilburn, and Milliken. 

Mr. Parman. The committee will please come to order. 

Subcommittee No. 3 of the Banking and Currency Committee is 
meeting this morning for the purpose of beginning hearings on H.R. 
3505, a bill to establish an effective program to alleviate conditions of 
substantial and persistent unemployment and underemployment in 
certain economically depressed areas. ‘That is a bill introduced by the 
chairman of the Banking and Currency Committee, the Honorable 
Brent Spence, of Kentucky. 

Another bill, which is understood to be the administration’s bill, is 
H.R. 4278, introduced by Mr. Kilburn, the ranking minority member 
of the Banking and Currency Committee, a bill to assist areas to de- 
velop and maintain stable and diversified economies by a program of 
financial and technical assistance, and otherwise, and for other pur- 
poses. 

The committee will also consider other bills of a similar or com- 
parable nature. 

(The bills referred to above are as follows :) 


[H.R. 3505, 86th Cong., 1st sess.] 


A BILL To establish an effective program to alleviate conditions of substantial and 
persistent unemployment and underemployment in certain economically depressed 
areas 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act be cited as the “Area Rede- 
velopment Act”. 

DECLARATION OF PURPOSE 


Sec. 2. The Congress declares that the maintenance of the national economy 
at a high level is vital to the best interests of the United States, but that some of 
our communities are suffering substantial and persistent unemployment and 
underemployment; that such unemployment and underemployment cause hard- 
ship to many individuals and their families and detract from the national welfare 
by wasting vital human resources; that to overcome this problem the Federal 
Government, in cooperation with the States, should help areas of substantial and 
persistent unemployment and underemployment to take effective steps in planning 
and financing their economic redevelopment; that Federal assistance to commu- 
nities, industries, enterprises, and individuals in areas needing redevelopment 
should enable such areas to achieve lasting improvement and enhance the do- 
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mestic prosperity by the establishment of stable and diversitied local economies ; 
and that under the provisions of this Act new employment opportunities should 
be created by developing and expanding new and existing facilities and resources 
without substantially reducing employment in other areas of the United States, 


AREA REDEVELOPMENT ADMINISTRATION 


Sec. 3. In order to carry out the purposes of this Act, there is hereby estab- 
lished, within the executive branch of the Government, an Area Redevelopment 
Administration. Such Administration shall be under the direction and control 
of an Administrator (hereinafter referred to as the ‘‘Administrator”) who shall 
be appointed by the President, by and with the advice and consent of the Senate, 
and shall be compensated at the rate of $20,000 per annum. 


ADVISORY BOARD 


Seo. 4. (a) To advise the Administrator in the performance of functions au- 
thorized by this Act, there is authorized to be created an Area Redevelopment 
Advisory Board (hereinafter referred to as the “Board’’), which shall consist of 
the following members, all ex efficio: The Administrator as Chairman; the Sec- 
retaries of Agriculture; Commerce; Defense; Health, Education, and Welfare; 
Interior; Labor; and Treasury; the Administrators of the General Services Ad- 
ministration ; Housing and Home Finance Agency; and Small Business Adminis- 
tration ; and the Director of the Office of Defense Mobilization. 

The Chairman may from time to time invite the participation of officials of 
other agencies of the executive branch interested in the functions herein au- 
thorized. Each member of the Board may designate an officer of his agency to 
act for him as a member of the Board with respect to any matter there 
considered. 

(b) The Administrator shall appoint a National Public Advisory Committee 
on Area Redevelopment which shall consist of twenty-five members and shall 
be composed of representatives of labor, management, agriculture, and the pub- 
lic in general. From the members appointed to such Committee the Administra- 
tor shall designate a Chairman. Such Committee, or any duly established sub- 
committee thereof, shall from time to time make recommendations to the Ad- 
ministrator relative to the carrying out of his duties under this Act. Such 
Committee shall hold not less than two meetings during each calendar year. 

(c) The Administrator is authorized from time to time to call together and 
confer with representatives of the various parties in interest from any industry, 
including agriculture, which has been a primary source of high levels of un- 
employment or underemployment in the several areas designated by the Ad- 
ministrator as redevelopment areas. The Administrator may also call upon rep- 
resentatives of interested governmental departments and agencies, together with 
representatives of transportation and other industries, to participate in any 
conference convened under authority of this subsection whenever he determines 
that such participation would contribute to a solution of the problems creating 
such unemployment or underemployment. The representatives at any such con- 
ference shall consider with and may recommend to the Commissioner plans and 
programs to further the objectives of this Act with special reference to the in- 
dustry with respect to which the conference was convened. 


REDEVELOPMENT AREAS 


Sec. 5. (a) The Administrator shall designate as “industrial redevelopment 
areas” those industrial areas within the United States in which he determines 
that there has existed substantial and persistent unemployment for an extended 
period of time. There shall be included among the areas so designated any 
industrial area in which there has existed unemployment of not less than (1) 12 
per centum of the labor force during the twelve-month period immediately pre- 
ceding the date on which an application for assistance is made under this Act, 
(2) 9 per centum of the labor force during at least fifteen months of the 
eighteen-month period immediately preceding such date, or (3) 6 per centum 
of the labor force during at least eighteen months of the twenty-four-month 
period immediately preceding such date. Any industrial area in which there 
has existed unemployment of not less than 15 per centum of the labor force 
during the six-month period immediately preceding the date on which applica- 
tion for assistance is made under this Act may be designated as an industrial 
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redevelopment area if the Administrator determines that the principal causes of 
such unemployment are not temporary in nature. 

(b) The Administrator shall also designate as “rural redevelopment areas” 
those rural areas within the United States in which he determines that there exist 
the largest number and percentage of low-income families, and a condition of 
substantial and persistent unemployment or underemployment. In making the 
designations under this subsection, the Administrator shall consider among other 
relevant factors, the number of low-income farm families in the various rural 
areas of the United States, the proportion that such low-income families are to 
the total farm families of each such areas, the relationship of the income levels 
of the families in each such area to the general levels of income in the United 
States, the current and prospective employment opportunities in each such area, 
and the availability of manpower in each area for supplemental employment. 

(ec) In making the determinations provided for in this section, the Adminis- 
trator shall be guided, but not conclusively governed, by pertinent studies made, 
and information and data collected or compiled, by (1) departments, agencies, 
and instrumentalities of the Federal Government, (2) State and local govern- 
ments, (3) universities and land-grant colleges, and (4) private organizations. 

(d) Upon the request of the Administrator, the Secretary of Labor, the Sec- 
retary of Agriculture, and the Secretary of Commerce are respectively author- 
ized to conduct such special studies, obtain such information, and compile and 
furnish to the Administrator such data as the Administrator may deem neces- 
sary or proper to enable him to make the determinations provided for in this 
section. The Administrator shall reimburse, out of any funds appropriated to 
earry out the purposes of this Act, the foregoing officers for any expenditures 
incurred by them under this section. 

(e) As used in this Act, the term “redevelopment area” refers to any area 
within the United States which has been designated by the Administrator as an 
industrial redevelopment area or a rural redevelopment area, and may include 
one or more counties, or one or more municipalities, or a part of a county or 
municipality. 

LOANS AND PARTICIPATIONS 


Sec. 6. (a) The Administrator is authorized to purchase evidences of indebted- 
hess and to make loans (including immediate participation therein) to aid in 
financing any project within a redevelopment area for the purchase or develop- 
ment of land and facilities (including machinery and equipment) for industrial 
usage, for the construction of new factory buildings, for rehabilitation of aban- 
doned or unoccupied factory buildings, or for the alteration, conversion, or 
enlargement of any existing buildings for industrial use. Such financial assist- 
ance shall not be extended for working capital, or to assist establishments 
relocating from one area to another when such assistance will result in substantial 
detriment to the area of original location by increasing unemployment. 

(b) Financial assistance under this section shall be on such terms and condi- 
tions as the Administrator determines, subject, however, to the following restric- 
tions and limitations: 

(1) The total amount of loans and loan participations (including purchased 
evidences of indebtedness) outstanding at any one time under this section (A) 
with respect to projects in industrial redevelopment areas shall not exceed 
$100,000,000, and (B) with respect to projects in rural redevelopment areas 
shall not exceedd $100,000,000 ; 

(2) Except as provided in subsection (¢c), such assistance shall be extended 
only to applicants, both private and public (including Indian tribes), which have 
been approved for such assistance by an agency or instrumentality of the State 
or political subdivision thereof in which the project to be financed is located, 
and which agency or instrumentality is directly concerned with problems of 
economic development in such State or subdivision ; 

(3) The project for which financial assistance is sought is reasonably calculated 
to provide more than a temporary alleviation of unemployment or under- 
employment within the redevelopment area wherein it is, or will be, located ; 

(4) No such assistance shall be extended hereunder unless the financial assist- 
ance applied for is not otherwise available from private lenders or other 
Federal agencies on reasonable terms ; 

(5) No loans shall be made unless it is determined that an immediate partici- 
pation is not available ; 

(6) No evidences of indebtedness shall be purchased and no loans shall be made 
unless it is determined that there is a reasonable assurance of repayment; 
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(7) Subject to section 12(5) of this Act, no loan, including renewals or exten- 
sion thereof, may be made hereunder for a period exceeding thirty years and no 
evidences of indebtedness maturing more than thirty years from date of purchase 
may be purchased hereunder: Provided, That the foregoing restrictions on 
maturities shall not apply to securities or obligations received by the Adininistra- 
tor as a claimant in bankruptcy or equitable reorganization or as a creditor in 
other proceedings attendant upon insolvency of the obligor, or if extension or 
renewal for additional periods, not to exceed, however, a total of ten years, 
will aid in the orderly liquidation of such loan or of such evidence of indebtedness ; 

(8) Such loans shall bear interest at a rate equal to the rate of interest paid 
by the Administrator on funds obtained from the Secretary of the Treasury 
as provided in section 9 of this Act, plus one-half of 1 per centum per annum: 
Provided, That an amount equal to one-fourth of 1 per centum per annum of the 
outstanding principal amount of any loan made under this section shall be allo- 
cated from the payments received by the Administrator in the form of interest on 
such loan to a sinking fund to cover losses on loans under this section; 

(9) Such assistance shall not exceed 65 per centum of the aggregate cost to the 
applicant (excluding all other Federal aid in connection with the undertaking) 
of acquiring or developing land and facilities (including machinery and equip- 
ment), and of constructing, altering, converting, rehabilitating, or enlarging the 
building or buildings of the particular project and shall, among others, be on 
the following conditions : 

(A) That other funds are available in an amount which, together with the 
assistance provided hereunder, shall be sufficient to pay such aggregate cost; 

(B) That not less than 10 per centum of such aggregate cost be supplied by the 
State or any agency, instrumentality, or political subdivision thereof, or by a 
community or area organization which is nongovernmental in character as equity 
capital or as a loan. 

(C) That in extending financial assistance under this section with respect to 
an industrial or rural redevelopment area, the Administrator shall require that 
not less than 5 per centum of the aggregate cost of the project for which such 
loan is made shall be supplied by nongovernmental sources. 

(D) That any Federal financial assistance extended under this section in 
connection with a particular project shall be repayable only after other loans 
made in connection with such project and in accordance with this section have 
been repaid in full. If any Federal financial assistance extended under this 
section is secured, its security shall be subordinate and inferior to the lien or 
liens securing other loans made in connection with the same project. 

(10) No such assistance shall be extended unless there shall be submitted 
to and approved by the Administrator an overall program for the economic 
development of the area and a finding by the State, or any agency, instru- 
mentality, or local political subdivision thereof, that the project for which 
financial assistanée is sought is consistent with such program: Provided, That 
nothing in this Act shall authorize financial assistance for any project prohibited 
by laws of the State or local political subdivision in which the project would 
be located. 

(c) If there is no agency or instrumentality in any State, or political sub- 
division thereof, qualified to approve applicants for assistance under this section 
as provided in paragraph (2) of subsection (b), the Administrator shall, upon 
determining that any area in such State is a redevelopment area, appoint a 
local redevelopment committee (hereinafter referred to as a “local committee’) 
to be composed of not less than seven residents of such area who, as nearly 
as possible, are representative of labor, commercial, industrial, and agricultural 
groups, and of the residents generally of such area. In appointing any such 
local committee, the Administrator may include therein members of any existing 
local redevelopment committees. Financial assistance under this section in 
connection with projects located in a redevelopment area, for which a local 
committee has been appointed under this section, shall be extended only to 
applicants, both private and public (including Indian tribes), which have been 
approved by such local committee. 

(d) Of the funds authorized to be raised under section 9 of this Act, not 
more than $100,000,000 shall be deposited in a revolving fund which shall be 
used for the purpose of making loans under this section with respect to projects 
in industrial redevelopment areas, and not more than $100,000,000 shall be de- 
posited in a revolving fund which shall be used for the purpose of making loans 
under this section with respect to projects in rural redevelopment areas. 
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LOANS FOR PUBLIC FACILITIES 


Sec. 7. (a) Upon the application of any State, or political subdivision thereof, 
Indian tribe, or private or public organization or association representing any 
redevelopment area or part thereof, the Administrator is authorized to make 
loans to assist in financing the purchase or development of land for public 
facility usage, and the construction, rehabilitation, alteration, expansion, or 
improvement of public facilities within any redevelopment area, if he finds that— 

(1) the project for which financial assistance is sought will provide more 
than a temporary alleviation of unemployment or underemployment in the 
redevelopment area wherein such project is, or will be, located, and will 
tend to improve the opportunities in such area for the successful estab- 
lishment or expansion of industrial or commercial plants or facilities ; 

(2) the funds requested for such project are not otherwise available on 
reasonable terms; 

(3) the amount of the loan plus the amount of other available funds 
for such projects are adequate to insure the completion thereof; and 

(4) there is a reasonable expectation of repayment. 

(b) No loan under this section shall be for an amount in excess of 65 per 
centum of the aggregate cost of the project for which such loan is made. Sub- 
ject to section 12(5), the maturity date of any such loan shall be not later than 
40 years after the date such loan is made. Any such loan shall bear interest 
at a rate equal to the rate of interest paid by the Administrator on funds 
obtained from the Secretary of the Treasury as provided in section 9 of this 
Act, plus one-quarter of 1 per centum per annum. 

(c) In making any loan under this section, the Administrator shall require 
that not less than 10 per centum of the aggregate cost of the project for which 
such Joan is made shall be supplied by the State (including any political sub- 
division thereof) witiin which such project is to be located as equity capital, 
or as a loan. In determining the amount of participation required under this 
subsection with respect to any particular project, the Administrator shall give 
consideration to the financial condition of the State or local government, and 
to the per capita income of the residents of the redevelopment area, within 
which such project is to be located. 

(d) Any loan made under this section in connection with a particular project 
shall be repayable only after other loans made in connection with such project 
and in accordance with this section have been repaid in full. If any loan made 
under this section is secured, its security shall be subordinate and inferior to 
the lien or liens securing other loans made in connection with the same project. 

(e) Of the funds authorized to be raised under section 9 of this Act, not more 
than $100,000,000 shall be deposited in a revolving fund which shall be used 
for the purpose of making loans under this section. 


GRANTS FOR PUBLIC FACILITIES 


Sec. 8 (a) The Administrator may conduct studies of needs in the various 
redevelopment areas throughout the United States for, and the probable cost of, 
land acquisition or development for public facility usage, and the construction, 
rehabilitation, alteration, expansion, or improvement of useful public facilities 
within such areas, and may receive proposals from any State, or political sub- 
division thereof, Indian tribe, or private or public organization or association 
representing any redevelopment area, or part thereof, relating to land acquisition 
or development for public facility usage, and the construction, rehabilitation, al- 
teration, expansion, or improvement of public facililties within any such area. 
Any such proposal shall contain plans showing the project proposed to be under- 
taken, the cost thereof, and the contributions proposed to be made to such cost by 
the entity making the proposal. The Administrator, in consultation with such 
entity, is authorized to modify all or any part of such proposal. 

(b) The Administrator, pursuant to a proposal received by him under this 
section, may make grants to any State, or political subdivision thereof, Indian 
tribe, or private or public organization or association representing any redevelop- 
ment area, or part thereof, for land acquisition or development for public facility 
usage, and the construction, rehabilitation, alteration, expansion, or improvement 
of publie facilities within a redevelopment area, if he finds that— 

(1) the project for which financial assistance is sought will provide more 
than a temporary alleviation of unemployment or underemployment in the 
redevelopment area wherein such project is, or will be, located, and will 
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tend to improve the opportunities in such area for the successful establish- 
ment or expansion of industrial or commercial plants or facilities; 

(2) the entity requesting the grant proposes to contribute to the cost of the 
project for which such grant is requested in proportion to its ability so to 
contribute and 

(3) the project for which a grant is requested will fulfill a pressing need 

of the area, or part thereof, in which it is, or will be, located, and there is 
little probability that such project can be undertaken without the assist- 
ance of a grant under this section. 
The amount of any grant under this section for any such project shall not exceed 
the difference between the funds which can be practicably obtained from other 
sources (including a loan under section 7 of this Act) for such project, and the 
amount which is necessary to insure the completion thereof. 

(c) The Administrator shall by regulation provide for the supervision of 
carrying out of projects with respect to which grants are made under this sec- 
tion so as to insure that Federal funds are not wasted or dissipated. 

(d) There is hereby authorized to be appropriated not to exceed $75,000,000 
for the purpose of making grants under this section. 





FUNDS FOR LOANS 


Sec. 9. To obtain funds for loans under this Act, the Administrator may, with 
the approval of the President, issue and have outstanding at any one time notes 
and obligations for purchase by the Secretary of the Treasury in an amount not 
to exceed $300,000,000. Such notes or other obligations shall be in such forms 
and denomiantions, have such maturities, and be subject to such terms and con- 
ditions as may be prescribed by the Administrator with the approval of the 
Secretary of the Treasury, and shall bear interest at a rate determined by the 
Secretary of the Treasury, but such rate shall not be greater than the current 
average yields on outstanding marketable obligations of the United States of 
comparable maturities as of the last day of the month preceding the issuance of 
such notes or other obligations. The Secretary of the Treasury is authorized 
and directed to purchase any notes and other obligations issued under this section 
and for such purpose is authorized to use as a public debt transaction the pro- 
ceeds from the sale of any securities issued under the Second Liberty Bond Act, 
as amended, and the purposes for which securities may be issued under such 
Act are extended to include any purchases of such notes and other obligations. 
The Secretary of the Treausry may at any time sell any of the notes or other 
obligations acquired by him under this section. All redemptions, purchases, and 
sales by the Secretary of the Treasury of such notes or other obligations shall 
be treated in every respect as public debt transactions of the United States. 


INFORMATION 


Sec. 10. The Administrator shall aid redevelopment areas by furnishing to 
interested individuals, communities, industries, and enterprises within such 
areas any assistance, technical information, market research, or other forms 
of assistance, information, or advice which are obtainable from the various de- 
partments, agencies, and instrumentalities of the Federal Government and 
which would be useful in alleviating conditions of excessive unemployment or 
underemployment within such areas. The Administrator shall furnish the pro- 
curement divisions of the various departments, agencies, and other instrumental- 
ities of the Federal Government with a list containing the names and addresses 
of business firms which are located in redevelopment areas and which are de- 
sirous of obtaining Government contracts for the furnishing of supplies or 
services, and designating the supplies and services such firms are engaged in 
providing. 

TECHNICAL ASSISTANCE 


Sec. 11. In carrying out his duties under this Act, the Administrator is au- 
thorized to provide technical assistance to areas which he has designated as 
redevelopment areas under this Act. Such assistance shall include studies eval- 
uating the needs of, and developing potentialities for, economic growth of such 
areas. Such assistance may be provided by the Administrator through mem- 
bers of his staff or through the employment of private individuals, partnerships, 
firms, corporations, or suitable institutions, under contracts entered into for 
such purpose. Appropriations are hereby authorized for the purposes of this 
section in an amount not to exceed $4,500,000 annually. 
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POWERS OF ADMINISTRATOR 


Sec. 12. In performing his duties under this Act, the Administrator is au- 
thorized to— 

(1) adopt, alter, and use a seal, which shall be judicially noticed; and 
subject to the civil service and classification laws, select, employ, appoint, 
and fix the compensation of such officers, employees, attorneys, and agents 
as shall be necessary to carry out the provisions of this Act, and define their 
authority and duties, provide bonds for them in such amounts as the Ad- 
ministrator shall determine, and pay the costs of qualification of certain 
of them as notaries public ; 

(2) hold such hearings, sit and act at such times and places, and take 
such testimony, as he may deem advisable ; 

(3) request directly from any executive department, bureau, agency, 

board, commission, office, independent establishment, or instrumentality in- 
formation, suggestions, estimates, and statistics needed to carry out the 
purposes of this Act; and each department, bureau, agency, board, com- 
mission, office, establishment, or instrumentality is authorized to furnish 
such information, suggestions, estimates, and statistics directly to the 
Administrator ; 

(4) under regulations prescribed by him, assign or sell at public or 
| private sale, or otherwise dispose of for cash or credit, in his discretion 
and upon such terms and conditions and for such consideration as he shall 
determine to be reasonable, any evidence of debt, contract, claim, personal 
property, or security assigned to or held by him in connection with the 
payment of loans made under this Act, and collect or compromise all ob- 
ligations assigned to or held by him in connection with the payment of 
such loans until such time as such obligations may be referred to the At- 
torney General for suit or collection ; 

(5) further extend the maturity of or renew any loan made under this 
Act» beyond the periods stated in such loan or in this Act, for additional 
periods not to exceed ten years, if such extension or renewal will aid in 
the orderly liquidation of such loan ; 

(6) deal with, complete, renovate, improve modernize, insure, rent, or 
| sell for cash or credit, upon such terms and conditions and for such con- 

sideration as he shall determine to be reasonable, any real or personal 
propery conveyed to, or otherwise acquired by, him in connection with the 
payment of loans made under this Act; 

(7) pursue to final collection, by way of compromise or other administra- 
) tive action, prior to reference to the Attorney General, all claims against 

third parties assigned to him in connection with loans made under this Act. 
This shall include authority to obtain deficiency judgments or otherwise in 
the case of mortgages assigned to the Administrator. Section 3709 of the 
Revised Statutes, as amended (41 U.S.C. 5), shall not apply to any contract 
of hazard insurance or to any purchase or contract for services or supplies 
on account of property obtained by the Administrator as a result of loans 
made under this Act if the premium therefor or the amount thereof does 
not exceed $1,000. The power to convey and to execute, in the name of the 
Administrator, deeds of conveyance, deeds of release, assignments and satis- 
factions of mortgages, and any other written instrument relating to real or 
personal property or any interest therein acquired by the Administrator pur- 
suant to the provisions of this Act may be exercised by the Administrator or 
by any officer or agent appointed by him for that purpose without the execu- 
tion of any express delegation of power or power of attorney ; 

(8) acquire, in any lawful manner, any property (real, personal, or mixed, 
tangible or intangible), whenever deemed necessary or appropriate to the 

\ conduct of the activities authorized in sections 6 and 7 of this Act; 

} (9) in addition to any powers, functions, privileges, and immunities other- 
wise vested in him, take any and all actions, including the procurement of the 
services of attorneys by contract, determined by him to be necessary or desir- 
able in making, servicing, compromising, modifying, liquidating, or otherwise 
administratively dealing with or realizing on loans made under this Act; 

(10) to such an extent as he finds necessary to carry out the pr ‘isions of 
this Act, procure the temporary (not in excess of six months) ~ rvice of 

experts or consultants or orgenizations thereof, including stenog . phic re- 

porting services, by contract or appointment, and in such cases su’. service 
shall be without regard io the civil service and classification laws, and, 
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except in the case of stenographic reporting services by organizations, with- 
out regard to section 3709 of the Revised Statutes (41 U.S.C. 5); any indi- 
vidual so employed may be compensated at a rate not in excess of $75 per 
diem, and, while such individual is away from his home or regular place of 
business, he may be allowed transportation and not to exceed $15 per diem 
in lieu of subsistence and other expenses; and 

(11) establish such rules, regulations, and procedures as he may deem 
appropriate in carrying out the provisions of this Act. 


TERMINATION OF ELIGIBILITY FOR FURTHER ASSISTANCE 


Sec. 138. Whenever the Administrator shall determine that employment condi- 
tions within any area previously designated by him as a redevelopment area have 
changed to such an extent that such area is no longer eligible for such designa- 
tion under section 5 of this Act, no further assistance shall be granted under this 
Act with respect to such area and, for the purposes of this Act, such area shall 
not be considered a redevelopment area: Provided, That nothing contained 
herein shall (1) prevent any such area from again being designated a redevelop- 
ment area under section 5 of this Act if the Administrator determines it to be 
eligible under such section, or (2) affect the validity of any contracts or under- 
takings with respect to such area which were entered into pursuant to this Act 
prior to a determination by the Administrator that such area no longer qualifies 
as a redevelopment area. The Administrator shall keep the departments and 
agencies of the Federal Government, and interested State or local agencies, ad- 
vised at all times of any changes made hereunder with respect to the designation 
of any area. 

URBAN RENEWAL 


Sec. 14. (a) Title I of the Housing Act of 1949, as amended, is amended by 
adding at the end thereof the following new section: 


“INDUSTRIAL REDEVELOPMENT AREAS UNDER THE AREA REDEVELOPMENT ACT 


“Sec. 112. (a) When the Area Redevelopment Administrator certifies to the 
Administrator (1) that any county, city, or other municipality (in this section 
referred to as a ‘municipality’) is situated in an area designated under section 
5(a) of the Area Redevelopment Act as an industrial redevelopment area, and 
(2) that there is a reasonable probability that with assistance provided under 
such Act and other undertakings the area will be able to achieve more than tem- 
porary improvement in its economic development, the Administrator is author- 
ized to provide financial assistance to a local public agency in any such munici- 
pality under this title and the provisions of this section. 

“(b) The Administrator may provide such financial assistance under this 
section without regard to the requirements or limitations of section 110(c) that 
the project area be clearly predominantly residential in character or that it be 
redeveloped for predominantly residential uses; but no such assistance shall be 
provided in any area if such Administrator determines that it will assist in re- 
locating business operations from one area to another when such assistance will 
result in substantial detriment to the area of original location by increasing 
unemployment. 

“(c) Financial assistance under this section may be provided for any project 
involving a project area including primarily industrial or commercial structures 
suitable for rehabilitation under the urban renewal plan for the area. 

“(d) Notwithstanding any other provision of this title, a contract for financial 
assistance under this section may include provisions permitting the disposition of 
any land in the project area designated under the urban renewal plan for in- 
dustrial or commercial uses to any public agency or nonprofit corporation for 
subsequent disposition as promptly as practicable by such public agency or cor- 
poration for the redevelopment of the land in accordance with the urban renewal 
plan: Provided, That any disposition of such land under this section shall be 
made at not less than its fair value for uses in accordance with the urban 
renewal plan: And provided further, That the purchasers from or lessees of such 
public agency or corporation, and their assignees, shall be required to assume the 
obligations imposed under section 105(b). 

“(e) Following the execution of any contract for financial assistance under 
this section with respect to any project, the Administrator may exercise the au- 
thority vested in him under this section for the completion of such project, not- 
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withstanding any determination made after the execution of such contract that 
the area in which the project is located may no longer be an industrial redevelop- 
ment area under the Area Redevelopment Act.” 

(b) The next to the last paragraph of section 110(c) of such Act is amended 
by inserting after “such projects” the following: “(including projects assisted 
under section 112 of this title)”. 


URBAN PLANNING GRANTS 


Sec. 15. The second sentence of section 701 of the Housing Act of 1954 is 
amended by adding the following in clause (2) after the words “decennial census 
which”: “(i) are situated in areas designated by the Area Redevelopment Ad- 
ministrator under section 5(a) of the Area Redevelopment Act as industrial 
redevelopment areas, or (ii)”’. 


VOCATIONAL TRAINING 


Sec. 16. (a) The Secretary of Labor in consultation with the Administrator 
shall determine the vocational training or retraining needs of unemployed indi- 
viduals residing in, or who were last employed in, redevelopment areas and shall 
cooperate with the Secretary of Health, Education, and Welfare and with exist- 
ing State and local agencies and officials in charge of existing programs relating 
to vocational training and retraining for the purpose of assuring that the facil- 
ities and services of such agencies are made fully available to such individuals. 

(b) Whenever the Secretary of Labor finds that additional facilities or services 
are needed in the area to meet the vocational training or retraining needs of 
such individuals, he shall so advise the Secretary of Health, Education, and Wel- 
fare. The Secretary of Health, Education, and Welfare, through the Commis- 
sioner of Education, shall provide assistance, including financial assistance when 
necessary, to the appropriate State vocational educational agency in the provi- 
sion of such additional facilities or services. If the Secretary of Health, Educa- 
tion, and Welfare finds that the State vocational educational agency is unable to 
provide the facilities and services needed, he may, after consultation with such 
agency, provide for the same by agreement or contract with publie or private 
educational institutions: Provided, That the Secretary of Labor shall arrange to 
provide any necessary technical assistance for setting up apprenticeship, journey- 
man, and other job training needed in the area: Provided further, That any 
vocational training or retraining provided under this section shall be designed to 
enable unemployed individuals to qualify for new employment in the redevelop- 
ment area in which they reside or were last employed. 


RETRAINING SUBSISTENCE PAYMENTS 


Sec. 17. (a) The Secretray of Labor in consultation with the Administrator 
shall, on behalf of the United States, enter into agreements with States in which 
redevelopment areas are located under which the Secretary of Labor shall make 
payments to such States for the purpose of enabling such States, as agents of the 
United States, to make weekly retraining payments to unemployed individuals 
residing within such redevelopment areas who are not entitled to unemployment 
compensation (either because their unemployment compensation benefits have 
been exhausted or because they were not insured for such compensation) and 
who have been certified by the Secretary of Labor to be undergoing vocational 
training or retraining under section 16 of this Act. Such payments shall be 
made for a period not exceeding thirteen weeks, and the amounts of such pay- 
ments shall be equal to the amount of the average weekly unemployment compen- 
sation payment payable in the State making such payments. 

(b) The Secretary of Labor and the Administrator shall jointly prescribe 
such rules and regulations as they may deem necesary to carry out the pro- 
visions of this section and section 16 of this Act. 

(c) There are hereby authorized to be appropriated such sums, not in excess 
of $10,000,000, as may be necessary to carry out the provisions of this section. 


PENALTIES 


Sec. 18. (a) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, or 
otherwise, or the acceptance, release, or substitution of security therefor, or for 
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the purpose of influencing in any way the action of the Administrator, or for the 
purpose of obtaining money, property, or anything of value, under this Act, shall 
be punished by a fine of not more tan $10,000 or by imprisonment for not more 
than five years, or both. 

(b) Whoever, being connected in any capacity with the Administrator (1) 
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, secur- 
ities, or other things of value, whether belonging to him or pledged or otherwise 
entrusted to him, or (2) with intent to defraud the Administrator or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, or 
examiner of the Administration, makes any false entry in any book, report, or 
statement of or to the Administrator, or without being duly authorized, draws 
any order or issues, puts forth, or assigns any note, debenture, bond, or other 
obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, or 
(3) with intent to defraud participants, shares, receives directly or indirectly any 
money, profit, property, or benefit through any transaction, loan, commission, 
contract, or any other act of the Administrator, or (4) gives any unauthorized 
information concerning any future action or plan of the Administrator which 
might affect the value of securities, or having such knowledge, invests or specu- 
lates, directly or indirectly, in the securities or property of any company or 
corporation receiving loans or other assistance from the Administrator shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more than 
five years. or both. 


EMPLOYMENT OF EXPEDITERS AND ADMINISTRATIVE EMPLOYEES 


Sec. 19. No loan shall be made by the Administrator under this Act to any 
business enterprise unless the owners, partners, or officers of such business enter- 
prise (1) certify to the Administrator the names of any attorneys, agents, or 
other persons engaged by or on behalf of such business enterprise for the purpose 
of expediting applications made to the Administrator for assistance of any sort, 
and the fees paid or to be paid to any such person; and (2) execute an agreement 
binding any such business enterprise for a period of two years after any 
assistance is rendered by the Administrator to such business enterprise, to 
refrain from employing, tendering any office or employment to, or retaining for 
professional services, any person who, on the date such assistance or any part 
thereof was rendered, or within one year prior thereto, shall have served as 
an officer, attorney, agent, or employee of the Administration, occupying a position 
or engaging in activities which the Administrator shall have determined involve 
discretion with respect to the granting of assistance under this Act. 


PREVAILING RATE OF WAGE AND FORTY-HOUR WEEK 


Sec. 20. The Administrator shall take such action as may be necessary to 
insure that all laborers and mechanics employed by contractors or subcontractors 
on projects undertaken by public applicants assisted under this Act (1) shall 
be paid wages at rates no less than those prevailing on the same type of work 
on sinilar construction in the immediate locality as determined by the Secretary 
of Labor in accordance with the Act of August 30, 1935 (Davis-Bacon Act), 
and (2) shall be employed not more than forty hours in any one week unless 
the employee receives wages for his employment in excess of the hours specified 
above at a rate not less than one and one-half times the regular rate at which 
he is employed. 

ANNUAL REPORT 


Sec. 21. The Administrator shall make a comprehensive and detailed annual 
report to the Congress of his operations under this Act for each fiscal year 
beginning with the fiscal year ending June 30, 1960. Such report shall be printed, 
and shall be transmitted to the Congress not later than January 3 of the year 
following the fiscal year with respect to which such report is made. Such report 
shall show, among other things, (1) the number and size of Government contracts 
for the furnishing of supplies and services placed with business firms located 
in redevelopment areas, and (2) the amount and duration of employment 
resulting from such contracts. Upon the request of the Administrator, the 
various departments and agencies of the Government engaged in the procurement 
of supplies and services shall furnish to the Administrator such information as 
may be necessary for the purposes of this section. 
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APPROPRIATION 


Sec. 22. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this Act. 


USE OF OTHER FACILITIES 


Sec. 23. (a) To avoid duplication of activities and minimize expense in 
carrying out the provisions of this Act, the Administrator shall, to the extent 
practicable and with their consent, use the available services and facilities of 
other agencies and instrumentalities of the Federal Government on a reimbursable 
basis. 

(b) Departments and agencies of the Federal Government shall exercise their 
powers, duties, and functions in such manner as will assist in carrying out the 
objectives of this Act. This Act shall be supplemental to any existing authority, 
and nothing herein shall be deemed to be restrictive of any existing powers, 
duties, and functions of any other department or agency of the Federal 
Government. 


[H.R. 4278, 86th Cong., 1st sess. ] 


A BILL To assist areas to develop and maintain stable and diversified economies by a 
program of financial and technical assistance and otherwise, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Area 
Assistance Act of 1959”. 


DECLARATION OF PURPOSE 


Sec. 2. The Congress declares that, even during periods of prosperity for the 
Nation as a whole, some of our communities suffer substantial and persistent 
unemployment; that such unemployment causes hardship to many individuals 
and their families and detracts from the national welfare by wasting vital human 
resources ; that to overcome this problem the Federal Government, in cooperation 
with the State, should help areas of substantial and persistent unemployment 
to take effective steps in planning and financing their economic development: 
that Federal assistance should enable communities to achieve lasting improve- 
ment and decrease economic vulnerability by the establishment of stable and 
diversified local economies; and that new employment opportunities should be 
created rather than merely transferred from one community to another. 


AUTHORITY OF SECRETARY OF COMMERCE 


Sec. 101. (a) The Secretary of Commerce, hereinafter referred to as the Secre- 
tary, may designate as an area of substantial and persistent unemployment any 
area certified as eligible for such designation by the Secretary of Labor. 

(b) To assist areas in the United States designated as areas of substantial and 
persistent unemployment, the Secretary is authorized— 

(1) to make grants for technical assistance for such areas in accordance 
with the provisions of section 106 (a) of this Act; and 

(2) to provide loans for such areas in accordance with the provisions of 
section 107 of this Act. 

(c) The Secretary is also authorized— 

(1) to extend the full cooperation of the Federal Government to all areas 
in the United States (including Puerto Rico) in promoting the more effective 
use of local resources, in the establishment of new industries based on local 
resources, and in the expansion of existing industries; such cooperation to be 
provided through technical advice and consultation and, when necessary, 
through the conduct of special studies ; 

(2) to decrease, through grants made in accordance with the provisions of 
section 106(b) of this Act, the economic vulnerability of towns predomi- 
nantly dependent on one industry, small towns which could serve as centers 
for economic diversification of rural areas of underemployment, and rural! 
low-income areas by helping them develop manufacturing, processing, and 
other activities calculated to diversify and improve their economies ; and 

(3) to coordinate his functions under this Act with those of the Secretary 
of Agriculture and other officials administering Federal programs affecting 
local economic conditions. 
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(d) As used in this Act: (1) the term “United States” includes the several 
States, the Territory of Ilawaii, and the District of Columbia; (2) the term 
“State” refers to an individual State, the Territory of Hawaii, or the District of 
Columbia; and (3) the term “loan” includes loans, immediate participation in 
loans, and purchase of evidences of indebtedness. 


AUTHORITY OF SECRETARY OF LABOR 


Sec. 102. (a) The Secretary of Labor shall from time to time, or upon the 
request of the Secretary, certify the existence of areas eligible for designation as 
areas of substantial and persistent unemployment whenever he finds, on the basis 
of available labor force data, or studies which he initiates when he deems 
necessary, that— 

(1) the rate of unemployment in the area, excluding unemployment due 
primarily to temporary or seasonal factors, is currently 6 per centum and has 
averaged at least 6 per centum for the qualifying time periods specified in 
(2) below; and 

(2) the annual average rate of unemployment in the area has been at least: 

(A) 50 per centum above the national average for four of the preced- 
ing five calendar years, or 

(B) 75 per centum above the national average for three of the preced- 
ing four calendar years, or 

(C) 100 per centum above the national average for two of the preced- 
ing three calendar years; and 

(3) Nonagricultural employment in the area has declined, or has shown a 
smaller increase than in the country as a whole, during the preceding five 
calendar years: Provided, That no area shall be excluded by the requirement 
of this subsection if the annual average rate of unemployment in that area 
for three of the last four years exceeds 8 per centum. 

(b) In the case of labor market areas for which appropriate historical labor 
force data have not been compiled, the Secretary of Labor shall certify as eligible 
for designation as areas of substantial and persistent unemployment those areas 
in which the unemployment rate and duration, based on a survey of available 
labor force data, generally equals or exceeds the rate and duration specified in 
section 102(a). 

(c) The Secretary of Labor may also certify under subsections (a) or (b) of 
this section the existence of eligible areas upon request of any appropriate 
State government agency, instrumentality, or political subdivision. 

(d) The Secretary of Labor is authorized, upon request and whenever he 
determines that such studies are needed, to undertake, or to provide assistance to 
others in studies of the size, characteristics, skills, adaptability, occupational 
potentialities, and related aspects of the labor force of an area certified under 
section 102. 

(e) When skil’s of the labor force in an area designated under section 101 are 
not such as to facilitate full utilization of the human resources in such area, the 
Secretary of Labor is authorized to provide advice and technical assistance in 
developing and carrying out a program to improve the utilization of such labor 
force. 

(f) Whenever the Secretary of Labor finds a need for vocational education 
services in an area designated under sectin 101 and when such area has an 
economic development program as provided in section 107(b) (9), he is author- 
ized to assist interested agencies to determine the vocational training needs of 
unemployed individuals residing in the area, and he shall notify the Secretary of 
Health, Education, and Welfare of the vocational training or retraining require- 
ments of the area. The Secretary of Health, Education, and Welfare, through 
the Commissioner of Education, is authorized to provide assistance, including 
financial assistance when necessary or appropriate, to the State vocational agency 

in the provision of such services in the area. 


AUTHORITY OF HOUSING AND HOME FINANCE ADMINISTRATOR 


Sec. 103. Title I of the Housing Act of 1949, as amended, is amended by adding 
the following new heading and section at the end of title I: 


AREAS OF SUBSTANTIAL AND PERSISTENT UNEMPLOYMENT 


“Sec. 112. (a) When the Secretary of Commerce certifies to the Administrator 
(1) that any county, city, or other municipality (referred to as ‘municipality’ in 
this section) is situated in an area designated by the Secretary of Commerce pur- 
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suant to the Area Assistance Act of 1959 as an area of substantial and persistent 
unemployment, and (2) that there is a reasonable probability that with assistance 
provided under the Area Assistance Act of 1959 and other undertakings the area 
will be able to achieve lasting improvement in its economic development, the 
Administrator is authorized to extend financial assistance to a local public 
agency in any such municipality under this title and the provisions of this section. 

“(b) The Administrator may provide such financial assistance under this sec- 
tion without regard to the requirements or limitations of section 110(c) of this 
title that the project area be clearly predominantly residential in character or that 
it will be predominantly residential under the urban renewal plan. 

“(c) Financial assistance under this section may be provided for any project 
involving a project area including primarily industrial or commercial structures 
suitable for rehabilitation under the urban renewal plan for the area. 

“(d) Notwithstanding any other provisions of this title, a contract for financial 
assistance under this section may include provisions permitting the disposition 
of any land in the project area designated under the urban renewal plan for in- 
dustrial or commercial uses to any public agency or nonprofit corporation for sub- 
sequent disposition as promptly as practicable by such public agency or corpora- 
tion for the redevelopment of the land in accordance with the urban renewal 
plan: Provided, That any disposition of such land to such public agency or cor- 
poration under this section shall be made at not less than its fair value for uses 
in accordance with the urban renewal plan: Provided further, That the purchas- 
ers from or lessees of such public agency or corporation, and their assignees, shall 
be required to assume the obligations imposed in conformity with the require- 
ments of section 105(b) hereof. 

“(e) Following the execution of any contract for financial assistance under this 
section with respect to any project, the Administrator may exercise the authority 
vested under this section for the completion of such project notwithstanding any 
determination made after the execution of such contract that the area in which 
the project is located may no longer be an area of substantial and persistent un- 
employment.” 

Src. 104. The first sentence of section 202(c) of title II of the Housing Amend- 
ments of 1955 is amended to read as follows: 

“(c) In the processing of applications for financial assistance under this sec- 
tion, the Administrator shall give priority first to applications of counties, cities, 
and other municipalities and political subdivisions for financing needed public 
facilities in areas determined to be areas of substantial and persistent unem- 
ployment under the Area Assistance Act of 1959: Provided, That the Secretary 
of Commerce certifies there is reasonable probability that with assistance made 
available under the Area Assistance Act of 1959 and other undertakings such 
areas will be able to achieve lasting improvement in their economic development ; 
and second, to applications of smaller municipalities for assistance in the con- 
struction of basic public works (including works for the storage, treatment, puri- 
fication, or distribution of water ; sewage, sewage treatment, and sewer facilities ; 
and gas distribution systems) for which there is an urgent and vital public 
need.” 

Sec. 105. The second sentence of section 701 of the Housing Act of 1954, as 
amended, is amended by adding the following in clause (2) after the words 
“decennial census which”: “‘(i) are situated in areas designated by the Secretary 
of Commerce under the Area Assistance Act of 1959 as areas of substantial and 
persistent unemployment or (ii)”’. 


GRANTS FOR TECHNICAL ASSISTANCE 


Sec. 106. (a) In carrying out section 101(b) (1), the Secretary is authorized 
to make grants for technical assistance including studies evaluating the needs of, 
and developing potentialities for, economic growth of areas designated under sec- 
tion 101(a). These grants may be made without regard to section 3648 of the 
Revised Statutes, as amended (31 U.S.C. 529). Appropriations are hereby author- 
ized for these grants in an amount not to exceed $1,500,000 annually. 

(b) In carrying out section 101(¢c) (2), the Secretary is authorized to make 
Similar grants for the benefit of towns and areas described therein. Negotia- 
tions taking into account the financial ability of the grantee and other relevant 
considerations shall be made for contributions to costs of projects undertaken 
hereunder. These grants may be made without regard to section 3648 of the 
Revised Statutes, as amended (31 U.S.C. 529), and appropriations therefor are 
hereby authorized in an amount not to exceed $1,500,000 annually. 
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LOANS 


Sec. 107. (a) In carrying out section 101(b) (2) of this Act, the Secretary is 
authorized to aid in financing any project for the purchase or development of 
land and facilities for industrial usage, for the construction of new factory build- 
ings, for rehabilitation of abandoned or unoccupied factory buildings, or for 
the alteration, conversion, or enlargement of any existing buildings for industrial 
use. Such loans shall not be extended for working capital, for purchase of ma- 
chinery or equipment, or to assist establishments relocating from one area to 
another when such assistance will result in substantial detriment to the area 
of original location by increasing unemployment. 

(b) Loans made under this section shall be on such terms and conditions as 
the Secretary determines, subject, however, to the following restrictions and 
limitations: 

(1) The total amount of loans outstanding at any one time shall not 
exceed $50,000,000 ; 

(2) Such loans shall be extended only to applicants, both private and 
public, approved by the State (or any agency or instrumentality thereof con- 
cerned with problems of economic development) in which the project to be 
financed shall be located ; 

(3) No such loan shall be extended hereunder unless the financial as- 
sistance applied for is not otherwise available from other lenders on rea- 
sonable terms; 

(4) No direct loan shall be made unless it is determined that an immediate 
participation is not available; 

(5) No loans shall be made unless it is determined that there is a reason- 
able assurance of repayment; 

(6) Each loan shall bear interest at a rate not less than the interest rate 
currently payable under section 108(e) on advances from the Treasury plus 
additional amounts deemed adequate to cover administrative expenses and 
a reasonable reserve for losses ; 

(7) No loan, including renewals or extension thereof, may be made here- 
under for a period exceeding twenty-five years: Provided, That the fore- 
going restrictions on maturities shall not apply to securities or obligations 
received by the Secretary as a claimant in bankruptcy or equitable reorgani- 
zation or as a creditor in other proceedings attendant upon insolvency of 
the obligor, or if extension or renewal for additional periods, need to exceed, 
however, a total of ten years, will aid in the orderly liquidation of such loan 
or of such evidence of indebtedness ; 

(8) (A) No less than 15 per centum of the aggregate cost to the appli- 
eant (excluding all other Federal aid in connection with the undertaking) 
of acquiring or developing land and facilities, and of constructing, altering, 
converting, rehabilitating, or enlarging the building or buildings of the par- 
ticular project shall be supplied by the State or any agency, instrumentality, 
or political subdivision thereof, or by a community or area organization, as 
equity capital or as a loan repayable only after the financial assistance here- 
under has been repaid in full according to the terms thereof and, if such loan 
is secured, its security shall be subordinate and inferior to the lien or liens 
securing the financial assistance hereunder. 

(B) Of the remaining 85 per centum of the aggregate cost, 35 per centum of 
the aggregate cost may be loaned by the Secretary under the terms of this 
Act and security for such a loan may be subordinate and inferior to the lien 
or liens which secure any loan or financing other than funds required by 
section 107(b) (8) (A). 

Loans shall not be available hereunder unless other funds are available in 
an amount which, together with assistance provided hereunder and funds 
provided under section 107(b) (8) (A), shall be sufficient to pay such aggre- 
gate cost. 

(9) No such loan shall be extended unless there shall be submitted and 
approved by the Secretary an overall program for the economic development 
of the area and a finding by the State, or any agency, instrumentality, or local 
political subdivision thereof, that the project for which loans is sought is 
consistent with such program: Provided, That nothing in this Act shall 
authorize financial assistance for any project prohibited by laws of the State 
or local political subdivision in which the project would be located. 
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AREA ASSISTANCE FUND 


Sec. 108. (a) There is hereby authorized to be established in the Treasury of 
the United States a revolving fund to be known as the area assistance fund 
(hereinafter referred to as the “fund”), which shall be available to the Secre- 
tary for the payment of all obligations and expenses in connection with the loans 
authorized under section 101(b) (2). 

(b) When requested by the Secretary, advances shall be made to the fund 
from the appropriations made therefor. There is hereby authorized to be 
appropriated for the purpose of making advances to the fund, without fiscal year 
limitation, an amount not exceeding $50,000,000. 

(c) Receipts arising from the loan program shall be credited to the fund. 

(d) Any moneys in the fund determined by the Secretary to be in excess of 
current needs shall be credited to the appropriation from which advanced to 
be held for future advances to the fund. 

(e) There shall be paid into miscellaneous receipts of the Treasury at the close 
of each fiscal year interest on advances to the fund at a rate which shall be 
determined by the Secretary of the Treasury after taking into consideration 
the current average market yields of outstanding marketable obligations of 
the United States having maturities comparable to loans made by the Secretary. 

(f) Contributions shall be made from the fund to the civil service retirement 
and disability fund, on the basis of annual billings as determined by the Civil 
Service Commission, for the Government’s share of the cost of the civil service 
retirement system applicable to employees (and their beneficiaries) performing 
activities authorized under section 101(b) (2). Contributions shall also be made 
to the employee’s compensation fund, on the basis of annual billings as deter- 
mined by the Secretary of Labor, for the benefit payments made from such 
fund on account of employees performing activities authorized under section 
101(b) (2). The annual billings shall also include a statement of the fair por- 
tion of the cost of the administration of the respective funds, which shall be 
paid by the Secretary into the Treasury as miscellaneous receipts. 


BUDGET AND AUDIT 


Sec. 109. In the performance of and with respect to the functions, powers, 
and duties vested in him by section 107 of this Act, the Secretary shall— 

(a) prepare annually and submit a budget program as provided for wholly 
owned Government corporations by the Government Corporation Control 
Act, as amended ; and 

(b) maintain a set of accounts which shall be audited annually by the 
General Accounting Office in accordance with the principles and procedures 
applicable to commercial transactions as provided by the Government Cor- 
poration Control Act, as amended, and no other audit shall be required: 
Provided, That the Secretary with respect to the program of financial as- 
sistance authorized by section 101(b) (2) shall determine the character of 
and the necessity for obligations and expenditures and the manner in which 
they shall be incurred, allowed, and paid, subject to provisions of law 
specifically applicable to Government corporations. 


AREA ASSISTANCE ADMINISTRATOR 


Src. 110. There shall be appointed by the President by and with the advice 
and consent of the Senate an Area Assistance Administrator in the Department 
of Commerce who shall receive compensation at a rate equal to that received by 
Assistant Secretaries of Commerce. The Administrator shall perform such 
duties in the execution of this Act as the Secretary may assign. 


POWERS 


Sec. 111. In the performance of, and with respect to the functions, powers, and 
duties vested in him under this Act, the Secretary may— 

(a) adopt, alter, and use a seal, which shall be judicially noticed; and 
subject to the civil service and classification laws, select, employ, appoint, 
and fix the compensation of such officers, employees, attorneys, and agents 
as shall be necessary to carry out the provisions of this Act, and define 
their authority and duties ; 
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(b) hold such hearings, sit and act at such times and places, and take 
such testimony, as he may deem advisable; 

(ec) under such regulations as he may prescribe, make such findings and 
determinations as may be required for the proper administration of this 
Act and such findings and determinations, together with those required to 
be made by the Secretary of Labor pursuant to section 102 hereof, shall be 
fined and shall not be subject to review in any court by mandamus or 
otherwise: Provided, That with respect to the validity, effect, and enforce- 
ment of section 101(b)(2) hereof or security taken thereunder, statutes, 
rules and regulations pertaining generally to suits by and against the 
United States shall be applicable ; 

(d) under regulations prescribed by him, assign or sell at public or 
private sale, or otherwise dispose of for cash or credit, in his discretion 
and upon such terms and conditions and for such consideration as the 
Secretary shall determine to be reasonable, any evidence of debt, contract, 
claim, personal property, or security assigned to or beld by him in con- 
nection with the payment of loans granted under this title, and to collect 
or compromise all obligations assigned to or held by him and all legal 
or equitable rights accruing to him in connection with the payment of 
such loans until such time as such obligation may be referred to the Attorney 
General for suit or collection ; 

(e) deal with, complete, renovate, improve, modernize, insure, rent, or 
sell for cash or credit, upon such terms and conditions and for such con- 
sideration as the Secretary shall determine to be reasonable, any real 
property conveyed to or otherwise acquired by him in connection with the 
payment of loans granted under this title; 

(f) pursue to final collection, by way of compromise or other adminis- 
trative action prior to reference to the Attorney General, all claims against 
third parties assigned to the Secretary in connection with loans made by 
him. Section 3709 of the Revised Statutes, as amended (41 U.S.C. 5), shall 
not be construed to apply to any contract of hazard insurance or to any 
purchase or contract for services or supplies on account of property ob- 
tained by the Secretary as a result of loans made under this title if the 
premium therefor or the amount thereof does not exceed $1,000. The 
power to convey and to execute in the name of the Secretary deeds of con- 
veyance, deeds of release, assignments and satisfactions of mortgages, and 
any other written instrument relating to real property or any interest 
therein acquired by the Secretary pursuant to the provisions of this title 
may be exercised by the Secretary or by any officer or agent appointed by 
him for the purpose ; 

(g) acquire, in any lawful manner, any property (real, personal, or 
mixed, tangible, or intangible), whenever deemed necessary or appropriate 
to the conduct of the activities authorized in section 101(b)(2) of this 
Act; and 

(h) in addition to any powers, functions, privileges, and immunities 
otherwise vested in him, take any and all actions, including the procure- 
ment of the services of attorney by contract, determined by him to be 
necessary or desirable in making, servicing, compromising, modifying, liq- 
uidating, or otherwise administratively dealing with or realizing on loans 
made or securities acquired under the provisions of this title: Provided, 
That no attorney’s services shall be produced by contract in any office 
where an attorney or attorneys are or can be economically employed full 
time to render such service. 





ADVISORY BOARD 


Sec. 112. To advise the Secretary in the performance of functions authorized 
by this Act, there is authorized to be created an Area Assistance Advisory 
Board, hereinafter referred to as the “Board,” which shall consist of the fol- 
lowing members, all ex officio: The Secretary, as Chairman, the Secretaries 
of Agriculture, Health, Education, and Welfare, Labor, and Treasury, the Ad- 
ministrators of the Housing and Home Finance Agency and of the Small 
Business Administration. The Chairman may from time to time invite the 
participation of officials of other agencies of the executive branch interested 
in the functions herein authorized. Each member of the Board may designate 
an officer of his agency to act for him as a member of the Board with respect 
to any matter there considered. 
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DEPOSITARIES AND AGENTS 


Sec. 113. The Federal Reserve banks are authorized and directed to act as 
custodians and fiscal agents for the Secretary in the general performance of 
the powers conferred by this title. Each Federal Reserve bank shall be 
entitled to be reimbursed for all expenses incurred as such fiscal agents. Any 
banks insured by the Federal Deposit Insurance Corporation, when designated 
by the Secretary of the Treasury, may act as custodians and depositaries for 
the Secretary. 

PENALTIES 


Sec. 114. With respect to financial assistance authorized by this Act: 

(a) Whoever makes any statement knowing it to be false, or whoever will- 
fully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, 
or otherwise, or the acceptance, release, or substitution of security therefor. 
or for the purpose of influencing in any way the action of the Secretary, or for 
the purpose of obtaining money, property, or anything of value, under this 
Act, shall be punished by a fine of not more than $10,000 or by imprisonment 
for not more than five years, or both. 

(b) Whoever, being connected in any capacity with the Secretary (1) em- 
bezzles, abstracts, purloins, or willfully misapplies any moneys, funds, securities, 
or other things of value, whether belonging to him or pledged or otherwise en- 
trusted to him, or (2) with intent to defraud the Secretary or any other body 
politic or corporate, or any individual, or to deceive any officer, auditor, or ex- 
aminer of the Secretary makes any false entry in any book, report, or statement 
of or to the Secretary, or, without being duly authorized, draws any order or 
issues, puts forth, or assigns any note, debenture, bond, or other obligation, or 
draft bill of exchange, mortgage, judgment, or decree thereof, or (3) with in- 
tent to defraud participates, shares, receives directly or indirectly any money, 
profit, property, or benefit through any transaction, loan, commission, contract, 
or any other act of the Secretary, or (4) gives any unauthorized information 
concerning any future action or plan of the Secretary which might affect the 
value of securities, or, having such knowledge, invests or speculates, directly or 
indirectly, in the securities or property of any company or corporation receiving 
loans or other assistance from the Secretary shall be punished by a fine of not 
more than $10,000 or by imprisonment for not more than five years, or both. 

(c) As used in this section, the term “Secretary” shall mean, with respect to 
the lending activities of the Housing and Home Finance Administrator author- 
ized under this Act, the Housing and Home Finance Administrator. 


USE OF OTHER FACILITIES 


Sec. 115.(a) To avoid duplication of activities and minimize expense in 
carrying out the provisions of this Act, the Secretary shall to the extent prac- 
ticable and with their consent use the available services and facilities of other 
agencies and instrumentalities of the Federal Government on a reimbursable 
basis. 

(b) Departments and agencies of the Federal Government shall exercise their 
powers, duties, and functions in such manner as will assist in carrying out the 
objectives of this Act. This Act shall be supplemented to any existing authority 
and nothing herein shall be deemed to be restrictive of any existing powers, 
duties, and functions of any other department or agency of the Federal Govern- 
ment. 

CONSULTANTS 


Sec. 116. The Secretary is authorized to obtain services as authorized by sec- 
tion 15 of the Act of August 2, 1946 (5 U.S.C. 55(a)), at rates not to exceed 
$75 per diem for individuals. 

ANNUAL REPORT 


Sec. 117. The Secretary shall make a comprehensive annual report of his op- 
erations under this Act for the fiscal year ending on the preceding June 30, to 
the President, for transmission to the Congress as soon as practicable in each 
year, but in no case later than the third day of the following January. 
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AUTHORIZATION FOR APPROPRIATIONS 


Sec. 118. In addition to appropriations specifically authorized by sections 106 
and 108, appropriations are further authorized for the carrying out of other 
provisions and purposes of this Act. 

Mr. Patman. We will have the Chairman of the Committee on 
Banking and Currency, Mr. Spence, as our first. witness, on his bill 
H.R. 3505. 

We are delighted to have you, Mr. Chairman. 


STATEMENT OF HON. BRENT SPENCE, REPRESENTATIVE IN CON- 
GRESS FROM THE STATE OF KENTUCKY, AND CHAIRMAN OF THE 
COMMITTEE ON BANKING AND CURRENCY 


Mr. Spence. I am glad to be here, Mr. Chairman. I have no pre- 
pared statement. I am not going to burden you with statistics as to 
unemployment. I merely want to say to the committee that I believe 
the passage of H.R. 3505 is of great importance to the economy of our 
Nation, and I hope the committee will report the bill. 

I am deeply interested in the problem, not only because of its im- 
ortance to the Nation, but also to the coal-mining region in my own 
tate which is suffering from shocking unemployment. 

I am sure that part of that unemployment comes from the advance- 
ment of science and invention, and we cannot turn back the tide of 
time or refuse to accept the progress of mankind. 

When complaints first came to me, I thought that coal mining had 
decreased in Kentucky. But I find that fewer mines and fewer miners 
are producing as much coal as ever. Technological advances have 

roduced labor-saving machinery which has enabled comparatively 
eee men to mine the coal which was formerly produced by at least 
10 times as many workmen. 

The railroad organizations in my State complained that their men 
were being laid off in great numbers and that there was great unem- 
ployment in the railroad industry. I thought this probably was due 
to the fact that production of coal has decreased, and therefore less was 
being hauled to the markets. But when I investigated, I found that 
one diesel engine was hauling what it required three engines to haul 
previously. 

Then I discovered, upon investigation, that the diesel engine needed 
no roundhouse for its repairs. The expert repairman made the re- 

airs on the engine as it was in use, or if greater repairs were needed, 
it was put on a sidetrack and such repairs completed there. This 
abandonment of the roundhouses increased railroad unemployment by 
many thousands. 

I understand that the conditions I have described prevail in West 
Virginia, Pennsylvania, in southern IHinois, and in the other mining 
districts of the country. We must find some method of reemploying 
these people who have lost their jobs through no fault of their own. 
There is not only substantial and persistent unemployment; there is 
shocking unemployment in some of these regions. The cost of taking 
care of people who are unemployed will be greater in the long run 
than the cost of a program designed to give them an opportunity for 
reemployment. 





7 
a 
n 
v 
v 
f 
ti 
p 
d 
d 
r 
b 
d 


i 








4 ‘ 





AREA REDEVELOPMENT ACT 19 


This program, it seems to me, is the American point 4 program. 
The point 4 program was carried out largely through technical assist- 
ance to underdeveloped countries. From experience, we know that it is 
not good to have a depressed or underdeveloped area anywhere in the 
world. We know that the underdeveloped areas were the tinderboxes 
where, if a spark were dropped, the world might be ignited. There- 
fore, we felt it to be very important to give assistance that they needed 
to develop their countries, establish their economies, and give their 
people an opportunity to work. 

It certainly is no less an obligation on the part of our country to 
do the same thing for our own people. This bill is a start in the right 
direction. ‘There may be some desirable amendments to this bill as a 
result of these hearings. 

In administering sections 16 and 17 of this bill, due regard should 
be given to specific job opportunities that. may be available in the 
depressed area. 

A chronically depressed area where unemployment is persistent and 
substantial is a menace to the economy of our country and a source of 
suffering to our people. It is a cancer on our body politic. Unless it 
is controlled its tendency is to grow. ‘The problem that presents itself 
to us now deserves our immediate, united effort for correction. 

I have come before you this morning merely to let you know that 
I am deeply interested in this bill. I hope it will pass. I trust it will 
be administered wisely and prudently, and if it is so administered, the 
great good that may come from it cannot be overestimated. 

That is all I have to say, and I thank you. 

Mr. Parman. Thank you very much, Mr. Chairman. We appre- 
ciate your testimony concerning your bill, and we will certainly give 
it very careful consideration. 

Thank you, sir. 

Mr. Barkin is our next witness. 

Mr. Barkin, will you identify yourself for the record and proceed 
in your own way? Do you have a prepared statement? 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, 
TEXTILE WORKERS UNION OF AMERICA, AFL-CIO 


Mr. Barkin. Yes, sir. I will identify myself and make my com- 
ment. 

My name is Solomon Barker. I am appearing here in a 
two-fold capacity; first, as research director of the union by which 
I am employed, the Textile Workers Union of America. I am also 
appearing as secretary treasurer of a citizens committee called Area 

mployment Expansion Committee, of which Mr. Prentiss Brown, 
of Michigan, is chairman; Charles Murphy, counsel. 

of Brown testified before the Senate committee in Detroit last 
week. 

Mr. Parman. Will you permit an interruption? Is he the same 
gentleman who at one time served in the House, and served as a 
member of this committee ? 

Mr. Barkin. Yes, sir. 

Mr. Parman. And he was also Director of OPA, I believe? 

Mr. Barkin. And he was also a member of the Senate, sir. 
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Mr. Parman. And he was a member of the U.S. Senate for a long 
time ? 

Mr. Barkin. Correct. 

Mr. Parman. Thank you. 

Mr. Barkin. Mr. Chairman, I have a considerable amount of data 
that I am going to be offering in the course of my presentation. My 
own text, I have just one carbon copy. It is being mimeographed 
at the present moment, and I hope that before my testimony is over 
it shall be available. But the text is not difficult to follow. 

Mr. Parman. Without objection, you may extend and revise your 
remarks and include therein the relevant data. 

Mr. Barxrn. Thank you, sir. 

I have been personally concerned with this problem on an active 
basis since 1948. The particular motivation was the growth of the 
problem during the postwar depression in the textile industry. This 
depression has been felt in textile communities of the North and South 
throughout the last 10 years. 

Our organization, the Textile Workers Union, has realized that 
there are certain fundamental structural deficiencies affecting the 
textile industry which will result in long-term unemployment, and 
which are not likely to be remedied by any specific general economic 
improvement of the country as a whole. 

The problem which the auto industry is now experiencing is com- 
parable to the problem which coal, textiles, agricultural implements, 
and other sick industries, have suffered in the past. These are not 
temporary problems. These are cancers which will not be corrected 
by superficial temporary palliatives. What is necessary is funda- 
mental reconstruction of the industry and of the areas involved. It is 
for this reason that after considerable study of economic literature, 
and after watching the experience of our country abroad, that many 
of us have become convinced that economic redevelopment, as well 
as the development. of underdeveloped areas, are two new processes of 
economic growth. 

In the past, our economic system has only recognized two processes 
of economic growth. One is expansion and the other is productivity 
increases. 

In terms of expansion, we have recognized colonial and imperial 
expansion, and also recently, the expansion of the economies of under- 
developed areas. In recent years we have been very much impressed 
with the rise in man-hour productivity, but currently we are recogniz- 
ing two new methods of economic growth. The first is new technology, 
such as is represented by nuclear energy, space technology, and the 
myriads of other new fields of human knowledge which are producing 
new extensive economic growth. 

But the one which interests me particularly is the fourth direction of 
economic growth; namely, redevelopment. This is not a new idea, 
but we have been working on its through specific isolated channels. 
I summarize the different ways in which economic development. for 
economic growth is taking place: 

In the most human and direct manner, it means personal rehabilita- 
tion. We know about physical rehabilitation, emotional. rehabilita- 
tion, and vocational rehabilitation. 


a 





u 
7 


> esa Ss a = 


oS = + 


= = ©, 


fo) 


To 


0 
v 
0 
it 





re _ S 


—- w& wv 


Co am @ oF 


DQ + —— ors 6 


SSS 


[ — —_— 


“] 
“ 


Us @ 


> 





AREA REDEVELOPMENT ACT 21 


The second method of economic redevelopment is what is called 
urban renewal. This is an approach to the problem by neighborhood. 
Trying to correct the slum conditions and deterioration in a specific 
neighborhood in a community which is prospering generally. 

The third area is the redevelopment of distressed or sick industries. 
We are doing that in the United States. For example, as Congress- 
man Spence indicated, the coal industry is being redeveloped in many 
ways, with Federal funds. And there are several bills in the hopper 
now, sponsored by Members on both sides of the aisle, urging coal 
research to help in expansion. We are doing the same kind of thing 
for agriculture. 

We have bills in the hopper asking for considerable financing to 
redevelop agriculture, by finding new uses for its products, and finding 
new products to substitute for those which we now find somewhat 
obsolete, or for which the market is shrinking. 

Finally, in the textile industry, my union has advocated a textile 
development agency. Iam happy to say that Senator Pastore’s com- 
siditon aaa recommended an agency designed for that purpose, though 
not set up under that name. 

Now, the fourth area is the one we are talking about—area redevel- 
opment. There are economic conditions which cause the deterioration 
of anentire area. The industry on which such a community was built 
simply collapses ; this is happening with textiles, railroad repair shops, 
coal, agricultural, implements, automobiles. 

I think it is fair to say that with vast technical economic changes 
now occurring in the automobile industry, the whole middle western 
industrial complex built around that industry is going to be beset by 
long-term problems of redevelopment. The economic structure of 
that area will need extensive refinancing, because the automobile indus- 
try of the future will be a very different one. It will be spread all 
over the Nation, emphasizing automation, prefabricated parts, the 
use of the modular systems of part substitutions and measurements. 
And all of this means that tens and hundreds of thousands of auto- 
mobile workers now in this industry will no longer find employment. 
We must find some substitute for that economic activity, or we shall 
be confronted with acute community problems in this wide region. 

A particular locality, for historical or other reasons, enjoyed loca- 
tion advantages on which an old industry was built. In each case the 
reasons were peculiar and historical, and the industries grew therein. 
Then technical and economic change comes along, which makes many 
of these locational advantages obsolete. For example, many of the 
textile communities were built around waterpower. Well, there is 
no particular advantage in waterpower to most light manufacturing 
industry at the present time. There are sections of an industry, like 
dyeing and finishing of textiles, that need lots of water, but most fac- 
tories don’t need it. The transmission of electrical power gives you 
great flexibility of location. 

In places which have been built on coal mining or the exploitation 
of some other natural resource, the problem of redevelopment becomes 
very acute. As soon as the natural resource either becomes less useful 
or the natural resource loses in competition with other materials, that 
particular locational advantage disappears. 
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In reconstructing that community for new economic growth, it is 
not only necessary to build factories which will provide places in which 
to work, but it is necessary to create new locational advantages. You 
can build all the factories you want in Scranton, Pa., but unless you 
do other things also, no matter how many you create, these will not 
be equal to the rate of loss and attrition of jobs in that community. 
You can build all the factories you want in eastern Kentucky, but that 
will not create jobs until you create the physical environment in which 
that particular job can be productive. 

In Detroit you have the same physical problem. Before you build 
new factories, you have to level many of the obsolete ones, which 
are no longer useful for modern industry. In other words, in order 
to rebuild and redevelop, we must create a new structure, new loca- 
tional advantages, new locational attractions. But on the other hand, 
most of these communities already have large human, social, and pri- 
vate capital which we need for our country’s development. And it is 
at this point that I would like to proceed to my written statement. 

The human, social, and private waste in America, resulting from 
unemployment, underemployment, and low-living standards in dis- 
tressed and underdeveloped areas, represents a challenge to the Amer- 
ican people we no Jonger can avoid. All but the committed economic 
stand-patters—and I mean thereby primarily NAM, and the U.S. 
Chamber of Commerce—have joined the supporters of area develop- 
ment legislation. There seems to be little controversy among the bulk 
of Americans on the need of this legislation. 

There is a consensus of opinion that these areas and the people 
within them need outside help to convert their moribund contracting 
economies into flourishing economic communities. The distressed 
areas at one time represented the backbone of American economic 
structure. No one can list such towns as Lawrence, Mass., Scranton, 
Pa., Durham, N.C., Detroit, Mich., and Portland, Oreg., just to men- 
tion a few, without recalling their days of economic glory. Their 
present distress was brought about by the vast structural changes in 
American industry, such as transferred demand from anthracite coal 
to oil, the surge of technology, which has raised productivity to new 
heights, and the substitution of old by new products, processes, and 
raw materials. 

There are changes which have brought new economic opportuni- 
ties to the country as a whole. The fate which has befallen these 
communities might well become the destiny of many other areas now 
enjoying the peak of their economic growth. 

Economic and technical change may in the future spell decline for 
them. No group is protected from the ravishes of this highly turbu- 
lent and dynamic economy. 

We know there is a growth curve in every economic phenomenon. 
Things go up, stabilize, and decline. And we must be prepared for 
just that type of experience. 

What is planned in these bills, for the presently distressed communi- 
ties, will be of help to those which arise in the future. And they will 
arise, just as the sun will rise tomorrow morning, because economic 
growth, human growth, means certain areas will be hurt. 

The proposed legislation for economic development seeks to erect 
a permanent and continuing Federal organization which will be ever 
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present to nip the economic decline at the beginning and help local 
areas reassess their problems, and plan for their new growth, and 
possible ultimate renaissance, Cities and areas which have in the 

ast experienced growth and decline cycles, others will in the future. 

he function of the present legislation is to provide the machinery 
for assuring the most fascile, expenditious redevelopment. It is to 
shorten the period of decline and stimulate the growth phase. The 
renewal of the distressed areas is imperative on both humane and 
economic grounds. 

To allow them to continue to fester without hope, without plan for 
recovery, is to permit human beings to deteriorate, to be demoralized, 
to sink to levels of abject poverty and destitution and dependence 
upon public support, and to deprive them of an opportunity for con- 
structive, dignified participation in society. 

This is not rhetoric, gentlemen. You will have testimony presented 
to you about what is happening in Biddeford, Me., what is hap- 
pening in Detroit, Mich., what is happening in the mining areas of 
Kentucky, and this will become graphic, alive, and I hope appealing, 
and move you to the need for immediate action. 

There are a whole series of newspaper reports on Kentucky appear- 
ing in the Louisville Courier, which will be presented to you, and 
the general comment of the reporter on conditions in that. area is that 
the lowest state of economic well-being that prevailed in the 1930’s 
is now seen in these areas. 

Then, in a large community like Detroit, the common summary of 
experience will be “It is hopeless, even for people with 20 to 25 years 
of seniority in the automobile industry.” They have been laid off 
without any possibility of getting a job again under conditions that 
now exist. 

We cannot depend—and this is the more important moral point— 
we cannot depend on relatively high employment in the United States 
to bring jobs to these communities. Even if we were to reduce Ameri- 
can unemployment to 2 million, it would not benefit many of these 
areas, because the jobs won’t go there. The communities have to be 
rebuilt, local economies have to be reconstructed. 

The distressed area is a malignant social cancer which brings social 
difficulties and problems. And if you read the testimony which will 
be orally presented and in writing, this will become very clear. It 
is a pathological state which breeds costly deficiency in our society. 
And if you think a slum area breeds trouble, you will hear the tale 
of what a regional slum means. 

The physical investments by both individuals and public institu- 
tions and organizations in these distressed economic areas exceeds 
$10 billion. Billions, I am talking about. Just take any one of these 
areas—Scranton, Biddeford, Lowell, Lawrence, and areas in West 
Virginia. There are billions of dollars of private and public capital 
being wasted. To fail to help these areas is to scrap the efforts and 
savings of decades. ‘Today when we are faced with stupendous finan- 
cial burdens to develop our military strength to help underdeveloped 
areas and to create the physical plant for our expanding population, 
we cannot afford to overlook existing plants, homes, and community 
investments. It would be a poor national economy. } 
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The redevelopment of these areas and the modernization of their 
facilities would save our Nation billions, hasten our growth, and 
bring nearer the day of adequate facilities for all. If we forget these 
areas and this capital, we shall have to duplicate them afresh in new 
areas, as we are doing, a very costly process, as so many of our metro- 
politan areas are learning, from the problems of the suburbs. Be- 
cause if you redevelop these communities, we do not have to develop 
all these suburbs, and induce migration of such widespread degree. 

You may recall that during the thirties, gentlemen, when the Okies 
were stopped at the borders of California because the communities in 
California feared the cost of local physical expansion due to the 
migration of the Okey into California—and this is the same problem 
of the fifties and sixties. We have overexpanded our suburbs, we 
have not spent the money necessary for their development, and we 
shall have to invest in higher local taxes during the sixties to bring 
all the necessary facilities tothe suburbs. We must therefore appraise 
and redevelop all the social and economic capital we can in order not 
to overburden our economy by constantly destroying the old and the 
useful and creating costly new makeshift facilities. 

We must preserve the capital and the human resources that we have, 
and redevelop them. To create new resources where the existing ma- 
chinery is still adequate is far too costly. 

The program for economic development. of urban distressed areas 
followed in the bills are similar to that in the urban renewal pro- 
gram applied to a different place. The fundamental responsibility 
for economic expansion in these bills is placed in the hands of the local 
area. The ultimate burden must be carried by the people themselves. 
The State planning bodies must help these groups define the appro- 
priate geographical area and lines of activity. 

Only where there is no such State agency will the Federal agency, 
under the Spence bill, be authorized to help local citizens constitute 
themselves—not substitute for them, but only help the local groups 
constitute themselves. There are many States in this Union which 
are States needing most of the redevelopment, which have not set up 
the machinery or acquired the authorization under State law. 

In defining the geographical area, the scope must be broad enough 
to undertake adequate planning for the true economic region. For 
example, in Kentucky it is necessary to form, as they have, an Eastern 
Kentucky Development Agency, not on a county or town basis, but on 
the whole economic region basis. 

In New York State, for example, it isn’t a problem of setting up a 
development agency for Gloversville, Amsterdam, or Schenectady ; we 
have to deal with a whole economic region. One of the difficulties 
and handicaps and hurdles to economic development at the present 
time is that it has been limited to specific political town boundaries. 

In Pennsylvania, the same story. One of the difficulties of Scran- 
ton, Wilkes-Barre, and that region, is that they have been bound by 
the physical limits of the political boundaries. They have now real- 
ized they have to transcend these boundaries, and they have formed a 
Northern Pennsylvania Development Council on an informal basis. 

I could cite case after case where this istrue. If my recollection and 
study will permit me, I will outline for you how the physical bound- 
aries of any particular political unit handicap economic development. 
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And it would be the function of this Federal agency to make these 
facts familiar to the area. For example, in the State of Connecticut, 
development now exists on the local, town basis. The State develop- 
ment agency has realized that this is one of the hurdles to redevelop- 
ment, and consequently they have been urging the State legislature 
to alter the laws of the State in order to permit towns in given areas 
to combine for the purpose of regional development. And I believe 
that the Federal agency will stimulate this movement, because its 
purpose will be to stimulate economic development and make people 
aware of what the handicaps are at the present time. 

Following the demarcation of the proper area, these development 
bodies will have to study their areas, formulate long-term plans for 
physical redesign, and the upgrading of human resources. 

Mind you, I said upgrading of human resources. This is extremely 
vital. No matter what you do, in many of these areas, whatever physi- 
cal plant you have, one of the prerequisites to long-term economic 
growth—and this is what we are concerned about—not merely giving 
a job to him, but being sure that we build a new foundation so that 
the area will er pr of its own momentum and under its 
own resources, be able to grow subsequently, you must upgrade hu- 
man resources. That means schooling, vocational education, housing 
and other such improvements in a particular area. 

The distressed economic areas are fundamental regions in which 
some human and physical locational advantages have in part or wholly 
become obsolete. Some part of the structure no longer fits current 
economic needs. It fits the old industry, but it doesn’t fit the new. 
It is, therefore, necessary to determine which locational advantages 
no longer serve, which no longer exists, and what has to be done to 
refashion them for new current. use. 

Such a study will also uncover gaps in the human, social and private 
capital. These will have to be filled through — or private enter- 
prise, and very frequently the initiative must be assumed by a public 
enterprise of some sort or another. 

Our international experience should teach us something. We have 
learned some fundamental truths. This present administration 
started in 1953 with the assumption that international economic 
development could be stimulated by private investment abroad. It 
publicly rejected many of the previous practices of giving govern- 
ment-to-government loans, and stimulating public enterprise abroad. 

This was the conclusion of many people in this country, that we had 
to substitute private investment for public investment. 

Well, we have learned—this administration has learned—the facts 
of international development. Private investment. only takes, place, 
or takes place primarily, after adequate public facilities for public in- 
vestment have been created. Because private investment, generally 
speaking, unless it is of a kind where you develop a coal mine or a 
fundamental natural resource, does not build the railroads, the sanitary 
facilities, the homes, and all of the preliminary social capital required 
ina community. 

That is why it is so important for us to retain the provision for 
grants, for public facilities, in this bill. Unless you do this, you are 
making a mockery of the principles of economic development and the 
lessons we have learned in international point 4 work. Many of these 
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communities will not develop unless you improve the facilities in the 
first. place. 

The most dramatic example in this country is the TVA. We de- 
veloped the public facilities, and now many private epee have 
flourished and are flourishing. The social investments, public invest- 
ments, must always precede private investment, particularly at this 
stage of economic development. 

It was not true in the pioneering countries, 30 and 50 years ago, 
but in order to overcome the lag and the lapse of time, the public in- 
vestment must precede the private investment in many of these 
communities. 

Insofar as housing, roads, flood control, and other similar projects 
are concerned, varying amounts of help can be obtained from the Fed- 
eral Government, but there are other facilities essential to economic 
development for which Federal funds are not now available, and they 
must be provided, at least in the beginning. 

The upgrading of the human resources through schooling and re- 
training are extraordinarily important. That is why it is essential 
that the bill provide for vocational training, and the subsistence grants 
for people undergoing such training during this period. 

The above provisions of the bill are drawn for long-term develop- 
ment programs. There is also a need for immediate assistance. Some 
areas have more or less completed their preliminary planning and the 
blueprinting of their future lines of economic growth. Many have 
already done this. Many of these distressed areas have not been 
asleep. They have not only built factories, but have already begun, 
and have in some instances already drawn very complete economic 
blueprints for future growth. The designing of the physical structure 
and economic pattern will necessarily “be more limited in scope in 
some areas since the degrees of obsolescence and number and types of 
gaps in their economic structure are relatively small. 

These communities are ready for action to stimulate their cycle of 
economic growth. In these places, immediate help is essential to 
supplement their local financial resources to erect some of the struc- 
tures vital to the economic renaissance. It is therefore important that 
we have the provision for loans for land and buildings. 

For example, in communities like Biddeford, Maine, even in De- 
troit, and West Virginia, it is necessary for the community to make 
the first gesture of establishing new physical structures, in order to 
start this upturn in the economic cycle. 

You have heard, in previous years, and you will hear again, from 
the U.S. Chamber of Commerce and the NAM, that good eco- 
nomic climate is necessary for a community in order for it to grow. 
Correct. (ood economic climate is essential. But you have to create 
it, and one of the stimuli necessary to creating that climate is for the 
community to initiate work. There isa big gap in the reasoning of 
the chamber and the NAM—they forget the fact that many of these 
‘ommunities have been distressed for dec ades, and for years. ‘They 
have lost some of the will to work in some cases and must be restored 
to economic health. 

For example, eastern Kentucky. They had almost lost the will to 
grow. What changed? What has reinvigorated that area?. As 
Congressman Spence could tell you, the studies, the planning studies 
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which were made in 1956, with money from the flood control ¢ groups 
in the Federal Government. It was that money which resulted in 
reassessment of the economic structure of that area, which led to the 
development of the Eastern Kentucky Development Council, and. 
which has stimulated them into new hope and ambition. 

Let me go to another area, the western part of Connecticut, the 
Connecticut River Valley areas, and west of that. All of that region, 
which was flooded, was not even aware, in 1956, of its long-term 
blight. The devastation of the flood shocked the citizens. Studies 
were made. As a result of these studies they realized that their 
economy was buckling under. It was just collapsing. Why? The 
brass industry was moving out, the clock industry was moving out, 
and many of the industries were moving out or disappearing. The 
result was they could foresee very clearly that within 5 or 10 years 
they would be a an awful mess. 

Well, this recession we just went through accelerated the process. 
But having had the advantage of these economic studies financed by 
the flood control project, they gained time and are now beginning to 
organize themselves for the purpose of economic development and 
planning what is to be done. 

One of the jobs that is necessary in that area is creating new 
physical—new plots for industrial structures, new land, and locating 
land for that purpose. That means clearing away slums. It means 
leveling present land and developing the facilities for its use, for 
industrial and commercial purposes. Well, that is a big job. These 
communities have never thought of this type of work. Fortunately, 
they have made a start. They may even be prepared in 2 or 3 years 
to do the bigtime reconstruction job if they have the will—and they 
are developing the will because they are studying it—and with the 
kind of financial loan provisions contained in this bill. Through this 
aid they will accelerate this movement and gain incentive to move 
ahead that much faster. Not only will these places benefit, but all of 
us, the Nation as a whole, gains. Local distress is very costly to this 
Nation. It is no longera local problem. 

A controversy has arisen as to the size of the funds for planning 
and the construction of industrial and commercial public facilities, 
as well as the grants for public facilities in this bill. These differ- 
ences are reflected most strikingly in the provisions of the Spence 
and administration bills. I didn’t have the numbers in front of me 
when I wrote this. The appropriation offered in both bills for plan- 
ning for area development are inadequate. 

( ‘ertainly the administration bill, which allows only $114 million, 
is deficient. And to provide evidence of its inadequacy, I urge you 
to consider the experience under urban renewal. So far as I can find 
out, the average assistance cost to the Federal Government, per single 
project, is approximately $40,000 under the urban renewal bill. That 
is a rough average of cost. This is merely for one neighborhood in 
a city or town. Certainly a single area development project of so 
much broader scope will require more money than the sum needed 
for one urban project. With the numerous areas needing these sur- 
veys and technical assistance, an impecunious proposition will stifle 
the entire program. I would personally like to see the technical as- 
sistance provision increased toa larger sum. 
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As for the amounts of money needed for grants and loans for pub- 
lic facilities, I believe the present proposals in the Spence bill are 
quite adequate and we will be prepared to await future experience. 

As to the funds for loans for industrial structures. The adminis- 
tration bill assumes as a current target a total number of jobs in 
excess of 6 percent in the distressed areas as it has defined it as being 
in the neighborhood of 200,000. Under the Spence bill, it is probable, 
though our figures are most inadequate to be able to make a definitive 
estimate, that the number is over 35,000. The difference results from 
the varying definitions of the distressed area. Moreover, the restric- 
tive qualifie ations set up in the administration bill will rule out any 
significant new additions to the list of the distressed areas in the 
remainder of the year 1959 and 1960 whereas under the Spence bill 
a significant number will become eligible. 

We estimate that the number of major areas currently qualified 
under the administration bill is 15, whereas it is 26 under the Spence 
bill. At the end of January 1960, the number qualified under the 
administration bill will be 19 whereas it will be 72 under the Spence 
bill. Obviously, the number of new jobs which the respective bills 
seek to bring into existence are markedly different. In addition, the 
more liberal share of the Federal grants provided in the Spence bill 
will require more funds. 

In considering the size of these funds and the proportion of the 
Federal share, we must remember that the more depressed the areas the 
greater the sums and the Federal share should be. If an area has only 
been recently affected by structural unemployment, much of the pri- 
vate and social capital still is in workable condition. The degree of 
obsolescence, the scope of redesign, and the amount of Federal partici- 
pation will all be more limited. But for areas where distress has been 
long and enduring and where deterioration has been considerable, the 
amount of assistance will have to be broader and the sums even greater. 
It would, therefore, appear likely that the average amounts of funds 
required per community will be larger for the group of communities 
which will be aided in the early years of the administration than 
in the later ones. 

The purpose of the entire legislation is ultimately to help the com- 
munities in the first stages of structural dislocation so that renewal 
may be more immediate and adequate. The ultimate costs will de- 
cline except for those areas where the catastrophic change is most 
radical and far sweeping. 

A sharp difference of attitude exists between the administratior 
and Spence bills on the subject of rural development. While the 
Spence bill proposes comparable aid to both areas, the administra- 
tion limits the rural areas to technical aid. The latter assigns a fund 
of $1.5 million for rural areas and in industry towns. The adminis- 
tration’s attitude is that the present rural dev elopment program ad- 
ministered basically by the U.S. Department of Agric ulture is sufli- 
cient and the proposed supplement would round out the project. 

We are glad that the administration has recognized the need for 
funds for technical assistance and planning. Local rural groups have 
complained about these inadequacies. But the administration’s failure 
to make any other proposals reflects inadequate analysis. One would 
have thought that the present experience with these rural areas and 
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the broader international experience with underdeveloped areas would 
have provided the policy personnel in the administration with a bet- 
ter measure of rural needs. We have drafted adequate blueprints 
for economic development of rural areas in other countries, but we are 
conservative and niggardly as affects our own people. If we are ready 
to help to rebuild southern Italy, why not underdeveloped areas in 
rural America ? 

The present rural redevelopment program suffers from several 
major defects. First, only pilot counties have been selected. There 
are many regions where the need is very pressing which need help. 
The proper unit for assistance is the economic area and not the county. 
Second, these programs depend upon existing agencies and loans of 
personnel and funds from existing programs. Third, they are with- 
out funds for public facilities or industrial or commercial structures. 
Fourth, they are completely locally oriented so that the goals are as 
narrow or broad as the local group sets them. Fifth, the emphasis 
has been on immediate local goals rather than on long-term redevelop- 
ment of the area and the upgrading of the people. Sixth, the progress 
has been slow and modest because of the limited goals, the reliance on 
voluntary and gratuitous help and the absence of funds. Seventh, 
the program has proceeded from the theory that local efforts are 
sufficient. A “bootstrap” operation has much virtue, but it is usually 
least applicable to underdeveloped areas. It is a choice which only 
a poor country follows. We can afford and have an obligation to 
undertake a more ambitious and effective program financed by Fed- 
eral funds. These rural underdeveloped areas are seldom able to 
meet the severe tests of local participation set in the administration 
bill for urban distressed communities. ' 

The last question on which I would like to touch is that of adminis- 
tration. Where should the responsibility be placed? The administra- 
tion has insisted on assigning the work to the Area Development 
Office of the United States Department of Commerce. This opera- 
tion has hitherto been a modest limited section of the Department. It 
has had no experience in making grants or planning operations; it 
has offered limited technical assistance other than through publica- 
tions and hasty surveys; it has never passed on applications for grants 
or loans for public facilities and industrial or commercial structures. 
Its main functions were to follow general economic and locational 
trends and report on them and to deal with the problems of diversifi- 
cation. We believe that it can and might continue these functions. 
These are problems not of a catastrophic character. They are the 
routine questions arising in the ebb and flow of American industry. 

The administration’s proposal to include funds and advice for tech- 
nical assistance for diversification of industry towns might be sepa- 
rated out of the present bill and used to expand the operations of 
the Area Development Office. But it is not the proper agency for the 
broader operation for the distressed community. 

The agency which has most experience in comparable fields is the 
Housing and Home Finance Agency. Its urban renewal program 
requires it to promote and pass on planning projects; its grants to 
local communities for the construction of public facilities are similar 
In character to those proposed in the present program; its procedures 
for loans for new housing projects leave many common elements to 
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those offered in the present bill. Of existing agencies, it is best fitted 
for the task. 

As for the rural redevelopment, the Department of Agriculture has 
long been associated with the big interests in this area and has not 
been prominent in its identification with the well-being of the low- 
income farmer. A number of agencies designed for this group have 
not fared well under the direction of the Department. 

This area development work is so important. to the future economic 
well-being of this country that it should be delegated to an independ- 
ent agency which has status. It should report directly to the Presi- 
dent and Congress. 

We wish to underscore the importance of the citizen’s advisory 
group proposed in the Spence bill because it will keep the purpose 
of this bill prominent in the administration and before the public. 
Another provision allows the Administrator to convene members of 
the industries responsible for the contracting areas and help them re- 
consider the directions of their development for the possibilities of 
stimulating them to undertake redevelopmental work. 

Finally, the current recession has brought a new group of distressed 
areas to the surface because of the vast technical and structural 
changes in society. It is most important that we recognize their 
plight by appropriate definitions of the term “distressed” so that they 
may begin the job of economic redesign. No matter how widespread 
and great economic recovery will be at the close of the year, the ef- 
fects are not likely to be substantially felt in many of these areas, 
The number of distressed areas will remain larger than numbers in 
existence in the fall of 1957. 

The Congress should again adopt the area development bill modeled 
after the Spence proposal. It follows sound principles and guides. 
The administration bill is too impecunions and restrictive to deal with 
the restraints imposed on America’s economic growth by structural 
unemployment, and distressed and underdeveloped areas. 

Mr. Parman. I suggest that for a first go-around we proceed under 
the 5-minute rule, and then if we go around again more time can be 
allowed, if necessary. 

Mr. Vanik, would you like to ask some questions of the witness? 

Mr. Vanixk. I have just one question, Mr. Chairman. I would like 
to ask Mr. Barkin: Is the number of labor areas which would qualify 
for assistance under this bill larger than it was when you appeared 
before us last year? 

Mr. Barkin. Oh, yes, sir. 

Mr. Vanrk. How many more, according to your figures, will be 
eligible this summer? Do you believe that the sums provided for in 
either of these bills are adequate ? 

Mr. Barkrn. First, as to the number of areas. In January 1958, 
there were 70 major or smaller areas that would have qualified. May 
I just add this particular footnote to it. This is not a complete list, 
because the U.S. Employment Service, which collects these data, do 
not have adequate information, and if they do, they have not made it 
publicly available. We are dealing with a relatively limited sample. 
But on that basis, there were 70 labor market areas in January of 
1958; 75 in July 1958; 82 in January 1959. 
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Mr. Vanrx. What would be the report date on that? January 
1959? 

Mr. Barkin. That is right, as of January 1959. 

Mr. Vantx. Thank you. 

Mr. Barxrn. I may say that we have just gotten some data as of 
February 1959, which suggests that the number is even larger now. 
I am not talking about the number that would qualify under the 
Spence bill. 

Mr. VAniK. Yes, sir. 

Mr. Barxrn. Under the Spence bill, there would now be 26 major 
labor market areas, and 10 smaller labor market areas. So that the 
82 now has jumped, in February, to 136. 

Mr. Vanik. That isall. 

Mr. Parman. Since you are including areas like my own hometown 
of Texarkana, Tex., I assume that you have that listed as a distressed 
area ¢ 

Mr. Barkin, Yes, sir. 

Mr. Parman. Do you have any knowledge of the situation there, 
Mr. Barkin ? 

You know, there was a shell-loading plant, and we had about 25,000 
people working there during the war. After the war was over em- 
ployment reduced to about 5,000 in that plant, and that has remained 
pretty well constant, but we still have an unemployment distress area. 

How would this particular bill affect that area, if it were to pass; 
the Spence bill ? 

Mr. Barkry. First of all, the community would have a study group 
organized into a committee to see what lines of economic development 
were necessary for its regrowth and for the reemployment of the 
persons in that community. 

Having developed that type of planning blueprint, it would then 
have opportunities, under this bill, if it were necessary, to secure 
loans or grants for public facilities, and then, if it were necessary, to 
have loans or assistance in the financing of an industrial or commer- 
cial structure with which to induce some economic enterprise to estab- 
lish in that area. 

Mr. Parman. I notice the bill limits the amount of Federal partici- 
pation to 65 percent. 

Mr. Barkin. That is right, yes, sir. 

Mr, Parman. And that States and counties and cities, of course, 
may make available funds in addition to that. But each city and dis- 
tressed area must make available at least 5 percent of its own, that 
is not connected with the grant of any local or Federal Government. 
How would that 5 percent be raised ? 

I am not particularly concerned now about Texarkana, Tex. I 
think we could do it all right, if necessary. But what about a dis- 
tressed area in Kentucky, for instance, where they have been: in a 
depression for 15 or 20 years, because of automation; they are still 
producing just as much coal, as the chairman testified this morning, 
but fewer people are doing the work. How would they raise even the 
5 percent in order to get some factory there that would employ enough 
people to help restore their economy / 

Mr. Barkin. The assumption under the bill is that the local com- 
munity, through private resources, will attempt to collect that sum, 
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to make the gesture and the show of good faith and interest in the 
program. Weshould imagine that the financial interests who are still 
digging the coal in the Kentucky area might be prevailed upon, out 
of their sense of public responsibility to the people in the community 
to assist in building that fund. 

Mr. Patrman. One other question. If they were unable to get the 
participation of the local company that is so vitally affected, could any 
of this money from other funds be used to make up that 5 percent? 

Mr. Barkin. If I read the bill correctly, I would believe that there 
are no restrictions on how the local funds are to be raised, so long 
a3 they are clearly identified as local resources and local funds. 

Mr. Parman. What is the unemployment situation in Texarkana, 
Tex.,now? Do you have it listed ? 

Mr. Barkin. We have it listed. I don’t carry Texas with me. I 
only have the major labor market material here. But we can enter 
that in the record. 

Mr. Parman. Mr. Vanik has another question. 

Mr. Vanik. Mr. Chairman, I was just looking through the Areas’ 
Labor Market Trends of the Department of Labor, and they show my 
city in group C, jobseekers slightly in excess of job openings. Well, 
my chamber of commerce, along with other groups, have come up with 
a figure of 58,000 people out of work, and 21,000 on unemployment 
compensation. 

Mr. Barkin. What community is that / 

Mr. Vanix. Cleveland, Ohio; 58,000 are unemployed—21,000 are 
on compensation. 

Mr. Barkin. Well, I must say this, Mr. Vanik—— 

Mr. Vanik. Of course, this is a March 1 calculation. According 
to the area classification criteria, we should be coming out of our un- 
employment, but we find we are not. It appears we are continuing 
without much recovery. 

Mr. Barkin. May I say this—the classifications provided by the 
USES are extremely useful, but sometimes a little hopeful, and reflect 
local judgment as to what conditions are likely to be. I don’t have 
acurrent Ohio analysis. Weare preparing one. 

Mr. Vanik. Would you be kind enough to have one prepared and 
send it to me? 

Mr. Barkin. Yes, sir. 

Mr. Vani. I can’t expect that you would have the figure for my 
community. I would appreciate the figures for Ohio, and specifically 
Cleveland. 

Mr. Barkin. Yes, sir. 

Mr. Parman. Mr. Milliken, do you have any questions ? 

Mr. Mitiiken. Not at this time. 

Mr. Parman. Mr. Burke. 

Mr. Burke. Mr. Barkin, I would like to have your opinion as to 
the effect of the present laws governing the Federal Government on 
the operation of the Small Business Administration and how effective 
they are, in these surveys they are conducting as to depressed areas, 
and if there have been any favorable results, to your knowledge, to 
any appreciable extent. 

Mr. Barkin. If my information is correct, I think that as of the 
present moment they have approved, or have in process of approval, 
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loans to four local development councils. This is the extent to which 
they have contributed to local development work. 

Now, I would make this judgment—in some areas, which have not 
suffered from loca! distress, or have not been distressed for a long 
period of time, such a loan may be adequate. May I illustrate—in 
Mr. Vanik’s State, in Toledo, for example, the Toledo community has 
had a development group. They have erected a few factories which 
have been filled, and that dev-lopment work, those factories, were 
useful in revitalizing that community. I am not at the present time 
certain as to how they will be affected by the further shrinkage of the 
automobile industry, but certainly the loans for the buildings, to the 
development council, were very useful. , 

My judgment, therefore, based on experience of that kind, is that 
if the Small Business Administration helps some of these councils, 
this may be sufficient for these areas. They may be areas which have 
other local resources for planning, and have enough local, private 
resources, which are willing to contribute to local development work, 
so that they can proceed without the help of that agency. But I 
believe that this type of aid is unlikely to be adequate and truly use- 
ful for the communities suffering from any prolonged period of dis- 
tress, and which are undergoing structural deficiencies and changes, 
and which do not already have tremendous local wealth. These are 
the areas that will not be touched by the Smal] Business Adminis- 
tration, and must be assisted by this agency. 

One further thought. The problem of economic area development 
has been relatively untouched in this country, and one of the positive 
results of this type of agency is that its experience will provide a 
model and lessons for private effort in areas which will not be even 
beneficiaries of the financial assistance under this bill. Because we 
have to teach our country what the principles of point 4 are, what is 
economic redevelopment. 

I must confess that we have not derived the lessons and broadcast 
the meaning of our investments in point 4 abroad. Secondly, we have 
relied too much on real estate operations for economic development. 
Most of the development people in this country are not economic 
developers, as you know. Most of the State planning agencies, un- 
fortunately, in this country, have abandoned their planning function 
and become advertising agencies, and it is because we have lost sight 
of the functions and the methods and techniques and procedures of 
economic planning, that this agency will perform an extraordinarily 
useful function. 

In your own State, Mr. Burke, I would say one of the reasons that 
Lawrence, Mass., has not redeveloped to the degree that it might have 
was that during the first few years of its distress it took its advice 
from real estate people and from the New England Council. These 
people were not thinking in terms of economic development. They 
were thinking about getting tenants for the deserted buildings in 
Lawrence. 

Mr. Parman. We will get back to that, Mr. Burke, if it is all right 
with you. 

Mr. Burke. Yes, sir. 

Mr. Parman. Mr. Johnson of Colorado, would you like to ask some 
questions / 
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Mr. Jounson. We have a provision in the bill, Mr. Barkin, that 
the public facility loans, from the Federal standpoint, should not 
exceed 65 percent of the cost of the projects. Do you believe that is 
an adequate share, or would you recommend some higher figure; and, 
if so, what ¢ 

Mr. Barry. I presume, Mr. Johnson, you know that figures like 
this are chosen not because they are thoroughly adequate, but be- 

cause there are many forces at work and many suspicions, and much 
antagonism to the concept that we shall expend Federal funds on any 
worthwhile project; and, consequently, we were seeking, during the 
early days, when this bill was being’ thrashed out—and this was in 
19: 55 and 1956—a sum which would get this entire operation started. 

Now, for a more precise estimate of its adequacy. There are prob- 
ably, under the Spence bill, if unemployment conditions do not im- 
prove considerably, there are going to be probably between 350,000 
and 500,000 jobs in distressed communities, exceeding an unemploy- 
ment rate of 6 percent. 

Let me give you anexample. I have worked this out for two States, 
which I am submitting for the record, and we are going to do it for 
the other States. But we need so much statistical information that it 
is a slow process. In the State of Connecticut I made this estimate 
for the entire State. 

In January 1959, out of a labor force, in Connecticut, of 1 million 
people, there were 92,300 unemployed. In the distressed communities, 
of which there were three, Bristol, Danielson, and Norwich, there was 
a labor force of 57,000. Unemployed, 7,800. Of the 7,800, 4,374 rep- 
resented unemployment in excess of 6 percent, which this bill seeks to 
correct. 

If, for this State—and I have the same figure for New Jersey, 
where the comparable figure would be 11,419—on the basis of these 
figures and a rapid analysis of some of the major labor market areas, 
it is likely that in February of this year the total qualified would be 
over 300,000, under the Spence bill. 

By the end of the vear, if unemployment does not improve, it would 
be somewhere close to 500,000. If we assume that it costs $6,000 or 
$7,000 per job. or $4,000, or $5,000—depending on the complex of in- 
dustries you are thinking about—but if we think for practical pur- 
poses of $5,000 a job, you have 500,000 jobs, 5,000 jobs, and you as- 
sume 65 pe reent, vou are getting close to $1 billion. 

Now, obviously. al! of the funds will not be necessary at the start. 





Secondly, much of this unemployment, we hope, will be corrected as 
soon as the original projects get started and the planning gets under 
way, and will generate if; own employment. And thirdly, we do not 


believe that the 65 percent will be necessary in the wealthier commu- 
nities, like Detroit, Lawrence, and other similar communities, for 
more than possibly the initia! project. 

Now, in view of all of this, | would grant that the $100 million is a 


very modest sum, but we will be able to judge its adequacy as our ex- 
perience develops. I am quite willing to believe that this will be an 
adequate initial investment to develop this program. 

Mr. Jounson. Let me take the other half of the question. At the 


local level, the expectation is that either the publie community will 
put up the 10 percent, or that some nongovernmental agency will put 
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up the 10 percent, and I recognize the necessity for allowing that 
alternative situation. Do you ‘think that 10 percent is a reasonable 
minimum for a local contribution ? 

Mr. Barkin. It may be very hard on communities which have been 
on their backs for many, many years, but our experience in Scranton, 

and that area, which has been extremely hard hit, is that this is at- 
tainable. We hope it won’t interfere with economic expansion in 
some of the others. 

Mr. Jounson. Of course, you are hoping that it will bridge the gap 
so that the State or other communities can make up the difference / 

Mr. Barkin. Correct. We assume that these are minimums, or 
maximums, as the case may be, and that if a community like Detroit 
is hit by this problem, that once we get the initial projects going, that 
they will be able to finance the rest of it themselves. 

Mr. Jounson. Thank you. 

If I may ask one more question, Mr. C hairman—what should the 
interest rate be? You have a provision in section 7 which, in effect, 

calls for the Federal rate plus one-quarter of 1 percent, which would 

bring it up to 4 percent per annum. These are tax-exempt bonds, 
according to my understanding. If so, is that interest rate correct, 
in your judgment, or should it be different ? 

Mr. Barxry. Well, Mr. Johnson, here again, our guiding principle 
is this: We would like to have Federal funds because they have lower 
interest rates, and can be made available to these areas. The precise 
level of the interest charge is a difficult one to determine, and I am 
quite willing to see whether the administration bill or the Spence 
bill provision be accepted as the rate of interest to be charged. But 
our problem is more profound than that, as Mr. Patman has indicated 
on several occasions. 

We are not raising our Federal funds in a thoroughly sensible man- 
ner. We are paying for funds which the Federal Government cre- 
ates. I think that Mr. Patman’s efforts, and the efforts of other men, 
should be reviewed much more seriously by the Congress so that we 
can devise a method of raising funds by the Federal Government 
which are not as costly, and which are still economically sound. I 
don't believe we have paid enough attention to the ton Ta of the 
methods of raising funds. We have been traditional and conserva- 
tive. This has been unwise. 

So that, as for the specific area we are talking about, we have to im- 
provise something which makes sense in terms of the present structure, 
and not try to seek an ultimate answer. 

Mr. JoHnson. This is not the bill under which we would review the 
whole Federal fiscal policy . 

Mr. Barkin. No, sir. 

Mr. Parman. I agree. I wouldn’t think of voting for a provision 
like this, ordinarily. But it is not the place to determine the whole 
interest rate structure of the Government. I realize that. I think 
it must be dealt with as an overall problem. That will affect all in- 
terest rates, everywhere, and for that reason I am not going to make 
any issue of the interest rates under this bill. 

If there are no other questions, we will let this witness go, with the 
understanding that he may extend and revise his remarks. 
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Mr. Barry. Mr. Chairman, I just want to make mention of two 
phases of administration. One, I would like the committee to realize 
why we are not friendly to the assignment of this bill and its adminis- 
tration to the Department of Commerce. I know the Area Develop- 
ment Agency in the Department of Commerce, and I know its capac- 
ities, its range of experience, and I have dwelt on that subject in the 
text. Icall your attention to it because I do not believe that they have 
the background and experience for this type of work. 

The one provision which they could administer, which is contained 
in the administration bill—and which is not contained in the Spence 
bill—is an allocation of funds to help one-industry towns to diversify. 

Mr. Parman. Thank you very much, sir. Your testimony has been 
very interesting and constructive, and we shall certainly give it careful 
consideration. 

(Additional data presented to the subcommittee by Mr. Barkin 
follows:) 


THE PRINCIPLES AND GUIDES FOR ADEQUATE AREA DEVELOPMENT LEGISLATION— 
TESTIMONY BY SOLOMON BARKIN, DIRECTOR OF RESEARCH, TEXTILE WORKERS 
UNION OF AMERICA, BEFORE THE HOUSE BANKING AND CURRENCY COMMITTEE, 
Marcu 9, 1959 


The human social and private waste in America resulting from unemployment, 
underemployment, and low living standards in distressed and underdeveloped 
areas represent a challenge to the American people we can no longer avoid. All 
but the committed economic standpatters have joined the supporters of area de- 
velopment legislation. There is a consensus that these areas and the people 
within them need outside help to convert their moribund and contracting econo- 
mies into flourishing economic communities. 

The distressed areas at one time represented the backbone of the American 
economic structure. No one can list towns such as Lawrence, Mass., Scranton, 
Pa., Durham, N.C., Detroit, Mich., and Portland, Oreg., without recalling their 
days of economic glory. Their present distress was brought about by the vast 
structural changes in American industry such as transferred demand from an- 
thracite coal to oil, the surge of technology which has raised productivity to new 
heights, and the substitution of old by new products and processes and raw mate- 
rials. These are changes which have brought new economic opportunities to the 
country as a whole and helped develop new areas. But now problems beset the 
o'der areas and their inhabitants. 

The fate which has befallen these communities might well become the destiny 
of many other areas now enjoying the peak of their economic growth. Economic 
and technical changes may in the future spell decline for them. No group is pro- 
tected from the ravages of this highly turbulent and dynamic economy. What 
is planned for the presently distressed communities will be of help to those which 
will arise in the future. 

The proposed legislation for area development seeks to erect a permanent and 
continuing Federal organization which will be ever present to nip the economic 
decline at the beginning and help local areas reassess their problems and plan 
for their new growth and possible ultimate renaissance. Cities and areas have 
in the past experienced growth and decline cycles; others will in the future. The 
function of the present legislation is to provide the machinery for assuring the 
most facile and expeditious redevelopment. It is to shorten the decline and 
stimulate the growth phases. 

The renewal of the distressed areas is imperative on both humane and economic 
grounds. To allow them to continue to fester without hope or plan for recovery 
or without assistance for definitive recovery is to permit human beings to deterio- 
rate and be demoralized, to sink to levels of abject poverty and destitution and 
dependence upon public support, and to deprive them of an opportunity for con- 
structive dignified participation in society. The distressed area is a malignant 
social cancer which brings social difficulties and problems; it’s a pathological 
state which breeds costly deficiencies in our society. They cannot be neglected 
without damage to the greater social matrix. 
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The physical investments both by individuals and public institutions and or- 
ganizations in these distressed areas exceeds tens of billions of dollars. To fail 
to help these areas is to scrap the efforts and savings of decades. At a time 
when we are faced with stupendous financial burdens to develop our military 
strength, help underdeveloped areas, and to create the physical plant for our ex- 
panding population, and complete the facilities required by our bulging metro- 
politan areas and suburbs, we cannot afford to overlook existing plants, homes, 
and community investments. It would be poor national economy. 

The redevelopment of these areas and the modernization of their facilities 
could save our Nation billions, hasten our growth and bring nearer the day of 
adequate facilities for all. If we forget these facilities and capital, we shall 
have to duplicate them afresh in new areas, a real costly process. We have 
accepted the principle of urban renewal as a necessary constructive and eco- 
nomic procedure for conserving our urban communities and utilizing our private 
and public capital. We are contributing millions to the rebuilding of cities as 
necessary for our national economic health. Similarly, the redevelopment of our 
distressed areas constitutes a comparable process of renewal dedicated to the 
same principles of economic growth. 

The program of economic development of urban distressed areas followed in 
the bills are similar to those in our urban renewal program. The fundamental 
responsibility for economic expansion is placed in the hands of the local area. 
The ultimate burden must be carried by the people themselves. The State 
planning bodies must help these groups define the appropriate geographical area 
and lines of activity. Only where there are no such State bodies will the Fed- 
eral agency be authorized to help local citizen groups constitute themselves. 
In defining the geographical area, the scope must be broad enough to undertake 
adequate planning for the true economic region. 

To date the scope of most local developmental bodies has coincided with a 
preexisting political boundary. Economic areas do not necessarily follow such 
boundaries. Development has often been frustrated by such sharp limits. 
Therefore, it is hoped that the development bodies will be regional in scope 
seeking to conform with actual economic areas to be developed as a single 
unit. 

Following the demarcation of the proper area, these development bodies 
will have to study their areas and formulate long-term plans for physical re- 
design and the upgrading of the human resources. The distressed economic 
areas are fundamental regions in which some human and physical locational ad- 
vantages have become in part or wholly obsolete. Some part of the structure 
no longer fits current economic trends. It is therefore necessary to determine 
which locational advantages no longer serve, or no longer exist and what has to be 
done to refashion them for current use. Such a study will also uncover gaps 
in the human and social and private capital. These will have to be filled 
through public or private enterprise. 

It is important that there be provision for public facilities. In many com- 
munities, the renewal of the area demands improvement in public facilities. 
Insofar as housing, continental roads, flood control, and other similar projects 
are concerned, varying amounts of help can be obtained from the Federal 
Government. But there are other facilities essential to development for which 
Federal funds are also necessary. The physical rebuilding of these areas de- 
mand immediate attention. They are the prerequisities to much effort in the 
area of economic growth. The communities don’t have the money for these 
purposes in part due to other distress. 

The upgrading of the human resources through schooling and retraining are 
also vital in many areas. That is why it is essential that the bill provide for 
vocational training and the subsistance grants for people during this period. 

The above provisions of the bill are drawn for long-term development pro 
grams. There is also a need for immediate assistance; some areas have more 
or less completed the preliminary planning and blueprinting of the future lines 
of economic growth. The designing of the physical structure and economic 
pattern will necessarily be more limited in scope in some areas since the degrees 
of obsolescence and number and types of gaps in their economic structure are 
relatively small. They are ready for action to stimulate the cycle of econmic 
growth. In these places, immediate help is essential to supplement their loca) 
financial resources to erect some of the structures vital to the economic renais- 
sance. It is therefore important that we have the provision for loans for land 
and buildings. 
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A controversy has arisen as to the size of the funds for planning and the 
construction of industrial and commercial public facilities as well as the grants 
for public facilities. These differences are reflected most strikingly in the 
provisions of the Spence and administration bills. The appropriation offered in 
both bills for planning for area development are inadequate. Certainly the ad- 
ministration bill which allows only for $1.5 million is deficient. Under urban 
renewal, the average assistance cost per single project is approximately $40,000. 
Certainly, a single area development project will require more money than the 
above sum. With the numerous areas needing these surveys and technical assist- 
ance, an impecunious appropriation would stifle progress. I would personally like 
to see the technical assistance provision increased to a larger sum. 

As for the amounts of money needed for grants and loans for public facilities, 
I believe the present proposals in the Spence bill are quite adequate and we 
shall be prepared to await future experience. 

Finally, as the funds for loans for industrial structures, the administration 
bill assumes as a current target a total number of jobs in excess of 6 percent in 
the distressed areas as it has defined it as being in the neighborhood of 200,000. 
Under the Spence bill, it is probable, though our figures are most inadequate to 
be able to make a definitive estimate, that the number is over 350,000. ‘The dif- 
ference results from the varying definitions of the distressed area. Moreover, the 
restrictive qualifications set up in the administration bill will rule out any 
significant new additions to the list of the distressed areas in the remainder of 
the year 1959 and 1960 whereas under the Spence bill a significant number will 
become eligible. 

We estimate that the number of major areas currently qualified under the 
administration bill is 15. where it is 26 for the Spence bill. At the end of 
January 1960, the number qualified under the administration bill will be 19 
whereas it will be 72 under the Spence bill. Obviously, the number of jobs which 
the respective bills seek to impel into existence are markedly different. In addi- 
tion the more liberal share of the Federal grants provided in the Spence bill will 
require more funds. 

In considering the size of these funds and the proportion of the Federal share, 
we must remember that the more depressed the areas the greater the sums and 
the Federal share should be. If an area has only been recently affected by 
structural unemployment, much of the private and social capital still is in work- 
able condition. The degree of obsolescence, the scope of redesign, and the 
amount of Federal participation will all be more limited. But for areas where 
distress has been long and enduring and where deterioration has proceeded far, 
the amount of assistance will have to be broader and the sums even greater. 
It would therefore appear likely that the average amounts of funds required per 
community will be larger for the group of communities which will be aided in 
the early years of the administration than in the later ones. 

The purpose of the entire legislation is ultimately to help the communities in 
the first stages of structural dislocation so that renewal may be more immediate 
and adequate. The ultimate costs will decline except for those areas where the 
catastrophic change is most radical and far sweeping. 

A sharp difference of attitude exists between the administration and Spence 
bills on the subject of rural development. While the Spence bill proposes com- 
parable aid to both areas, the administration limits the rural areas to technical 
aid. The latter assigns a fund of $1.5 million for rural areas and in industry 
towns. The administration's attitude is that the present rural development pro- 
gram administered basically by the U.S. Department of Agriculture is sufficient 
and the proposed supplement would round out the project. 

We are glad that the administration has recognized the need for funds for 
technical assistance and planning. Local rural groups have complained about 
these inadequacies. But the administration’s failure to make any other pro- 
posals reflects inadequate analysis. One would have thought that the present 
experience with these rural areas and the broader international experience with 
underdeveloped areas would have provided the policy personnel in the adminis- 
tration with a better measure of rural needs. We have drafted adequate blue 
prints for economic development of rural areas in other countries, but we are 
conservative and niggardly as affects our own people. If we are ready to help to 
rebuild southern Italy, why not underdeveloped areas in rural America ? 

The present rural redevelopmént program suffers from several major defects. 
First, only pilot counties have been selected. There are many regions where 
the need is very pressing which need help. The proper unit for assistance is the 
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economic area and not the county. Second, these programs depend upon existing 
agencies and loans of personnel and funds from existing programs. Third, they 
are without funds for public facilities or industrial or commercial structures. 
Fourth, they are completely locally oriented so that the goals are as narrow or 
broad as the local group sets them. Fifth, the emphasis has been on immediate 
local goals rather than on long-term redevelopment of the area and the upgrading 
of the people. Sixth, the progress has been slow and modest because of the 
limited goals, the reliance on voluntary and gratuitous help and the absence of 
funds. Seventh, the program has proceeded from the theory that local efforts 
are sufficient. A “bootstrap” operation has much virtue, but it is usually least 
applicable to underdeveloped areas. It’s a choice which only a poor country fol- 
lows. We can afford and have an obligation to undertake a more ambitious 
and effective program financed by Federal funds. .These rural underdeveloped 
areas are seldom able to meet the severe tests of local participation set in the 
administration bill for urban distressed communities. 

The last question on which I would like to touch is that of administration. 
Where should the responsibility be placed? The administration has insisted on 
assigning the work to the Area Development Office of the U.S. Department of 
Commerce. This operation has hitherto been a modest limited section of the 
Department. It has had no experience in making grants or planning opera- 
tions; it has offered limited technical assistance other than through publications 
and hasty surveys; it has never passed on applications for grants or loans for 
publie facilities and industrial or commercial structures. Its main functions 
were to follow general economic and locational trends and report on them and 
to deal with the problems of diversification. We believe that it can and might 
continue these functions. These are problems not of a catastrophic character. 
They are the routine questions arising in the ebb and flow of American indus- 
try. The administration's proposal to include funds and advise for technical as- 
sistance for diversification of industry towns might be separated out of the 
present bill and used to expand the operations of the Area Development Office. 
But it is not the proper agency for the broader operation for the distressed 
community. 

The one agency which has most experience in comparable fields is the House 
and Home Loan Agency. Its urban renewal program requires it to promote and 
pass on planning projects; its grants to local communities for the construction 
of public facilities are similar in character to these proposed in the present pro- 
gram; its procedures for loans for new housing projects leave many common ele- 
ments to those offered in the present bill. Of existing agencies, it is best fitted 
for the task. 

As for the rural redevelopment, the Department of Agriculture has long been 
associated with the big interests in this area and has not been prominent in its 
identification with the well-being of the low-income farmer. A number of agen- 
cies designed for this group have not fared well under the direction of the 
Department. 

This area development work is so important to the future economic well-being 
of this country that it should be delegated to an independent agency which has 
status. It should report directly to the President and Congress. 

We wish to underscore the importance of the citizen’s advisory group pro- 
posed in the Spence bill because it will keep the purpose of this bill prominent 
in the administration and before the public. Another provision allows the Ad- 
nministrator to convene members of the industries responsible for the contracting 
areas and to help them reconsider the directions of their development for the 
possibilities of stimulating them to undertake redevelopmental work. 

Finally, the current recession has brought a new group of distressed areas 
to the surface because of the vast technical and structural changes in society. 
It is most important that we recognize their plight by appropriate definitions of 
the term distressed so that they may begin the job of economic redesign. No 
matter how widespread and great economic recovery will be at the close of the 
year, the effects are not likely to be substantially felt in many of these areas. 
The number of distressed areas will remain larger than numbers in existence in 
the fall of 1957. 

The Congress should again adopt the area development bill modeled after the 
Spence proposal. It follows sound principles and guides. The administration 
bill is too impecunious and restrictive to deal with the restraints imposed on 
America’s economic growth by structural unemployment, and distressed and 
underdeveloped areas. 
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AREA REDEVELOPMENT: A PRoGRAM FOR THE ConsTRUCTIVE Use or Inte Human, 
PRIVATE AND Sociar. RESOURCES—AN OUTLINE OF ARGUMENT 

[Filed with House Banking and Currency Committee, Mar. 9, 1959, by Solomon 

Barkin, on behalf of Area Employment Expansion Committee, New York, 

N.Y., and as research director, Textile Workers Union of America, AFL-CIO} 


The chronically distressed areas constitute 2 drag on America’s economic 
growth. They encompass huge human, social and private resources which are 
idle or inadequately used. General economic recovery is not likely to reach 
most of these areas for their structures are not now adapted to the new pat- 
terns of commercial and industriaft life. 

At a time when our country faces the burden of leadership in the free world, 
and expanding domestic needs arising from population growth and rising expecta- 
tions, this idleness is inexcusable waste. The loss holds back our production 
system and also increases the cost of supporting the unemployed. By help- 
ing distressed areas revitalize their local economies we shall not only put 
millions to work but also increase our national product. In redeveloping these 
areas we can help expand our country’s total output without increasing inflation- 
ary pressures, for we will be utilizing idle resources. 

Distressed economic areas are the byproduct of our Nation’s growth. They 
are areas in which industries and economic services have lost out in competition 
with others. At one time most of them were flourishing communities with 
thriving industry and people. Biddeford-Sanford, Maine; Lawrence, Mass.; 
Providence, R.I.; Scranton, Pa.; Detroit, Mich.; Durham, N.C.; Knoxville, Tenn.; 
Jaspar, Ala.; Kenosha, Wis., and Texarkana, Tex., are now among the distressed. 
But they were among the leading communities in America’s economic develop- 
ment. These are the distressed communities of today, but they can be the bul- 
warks of tomorrow’s economic growth. 

As technology and economic change proceeds, other currently prospering com- 
munities will be adversely affected, and they too will need help in their efforts 
at redevelopment. The problem of chronically distressed areas is continuous. 
We must have permanent Federal machinery to help each area meet its problems. 

These distressed communities require help to readapt themselves to the chang- 
ing economic patterns and needs of our country. The quicker they are assisted, 
the cheaper and more effective will be the process of development. They need 
help first in understanding the nature of the new economic trends. They must 
diagnose their problems. In what respect has their human, social, and private 
capital become obsolete? What gaps have arisen because they have been tied 
to older industries and industrial and commercial complexes? What public 
facilities must be constructed to attract and stimulate private enterprise? What 
ean be done to impel local economic growth and new industrial cores? These 
areas need financial assistance for diagnoses and planning, for constructing key 
facilities and financing the new industrial structures. 

The goal of area development is to help each area plan a long-term pattern of 
healthy economic growth which will provide enough jobs to lower the rate of 
unemployment and also assure a spontaneous, indigenous rate of growth suffi- 
cient to create a rising volume of jobs for the productive employment of a 
growing population. 

Maximum employment, production, and purchasing power can only be fully 
realized through the development of chronically distressed areas. 

This is the point 4 program for the domestically distressed and underdevel- 
oped areas in the United States. 


I. AKEAS OF CHRONIC DISTRESS IN THE UNITED STATES 


A. Extent of urban and rural economic distress 


Many areas are chronically distressed in the United States even in periods of 
widespread prosperity. Structural economic changes are causing the contrac- 
tion of older industries and areas, leaving behind them severe localized unem- 
ployment. National prosperity does not clear up these regions or necessarily 
revive these industries. They must be redesigned and revitalized to fit into the 
developing economic pattern of the Nation. 

In October 1956, when the rate of unemployment in the United States was 3.1 
percent, there were 15 major and 53 smaller labor market areas with substantial 
labor surplus for long enough periods to qualify for the label of chronically 
distressed. 
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Of course, in the present state of high unemployment. the number of such 
chronically distressed areas has risen markedly due to the measurably higher 
rate of technological and economic changes being experienced in this country. In 
January 1959, 82 major and smaller labor market areas qualified to be called 
chronically distressed. Other areas, no doubt, should be similarly classified but 
they have not been sufficiently studied to be firmly included in this category. 

Rural distressed areas include those in which the resident’s income is sub- 
standard and in which large proportions of the population are living at sub- 
standard levels. The low income reflects both the unremunerative nature of 
the activities, underemployment and unemployment among these peoples. The 
population has tended to increase but the resources and the economies have not 
kept pace with the population. The U.S. Department of Agriculture found 761 
low-income counties in the United States. To identify the lowest income areas 
the Department listed 500 counties with the lowest level of living index and 500 
counties with the highest proportion of farms having gross sales of less than 
$2,500. Out of the total, 315 counties met both tests. And these are definitely 
the most distressed in tue country. They are distributed as follows among the 
States: Mississippi, 58; Alabama, 44; Tennessee, 38; Kentucky, 35; Arkansas, 
28; West Virginia, 17; North Carolina, 16; Georgia, 14; Louisiana, 11; Missouri, 
11; Oklahoma, 11; Virginia, 11; South Carolina, 10; Texas, 5; Florida, 4; and 
Illinois, 2. 

B. Major reasons for chronic distress 

The persistence of economic distress in the urban areas is usually the conse- 
quence of factors such as (1) technological changes, (2) depletion of natural 
resources, (3) shifting demand, (4) failure to modernize plants, (5) decrease 
in military procurement expenditures, (6) decline of an industry, (7) industrial 
plant migration and decentralization, (8) tax-loss liquidations, and (9) lack of 
industrial development. 

The causes of rural distress are rooted in the decline in demand for specific 
crops, exhaustion of the soil, growth in population, absence of alternative occu- 
pations, and deterioration of the capital resources in the area. 

There are more than 300 separate areas occupied by Indians which have been 
depressed since their organization. 


C. Prolonged distress intensifies problem 


Prolonged distress saps personal, financial, physical, and moral resources. 
Local community leadership becomes exhausted. Financial surpluses dwindle. 
A spirit of hopelessness attacks individual citizens and leaders. Young and 
ambitious people leave the community. Physical properties deteriorate. Public 
facilities become obsolete. The cost of redevelopment is considerably increased 
for public facilities have to be repaired, modernized, and rejuvenated. New 
public facilities have to be added in greater number. The skills and human 
resources become less adequate. Local leadership becomes less self-sufficient. 

The problem of distressed areas becomes more serious with time as the num- 
ber of distressed communities increases. In May 1956, the number of areas 
with substantial unemployment was 88, consisting of 23 major areas and 65 
smaller labor market areas. Their number in January 1959 was 259, consisting 
of 76 major areas and 183 smaller labor markets. There is little likelihood 
that the number will be seriously reduced during the following year in the light 
of current estimates and the administration’s economic plans. 

Following is a tabulation of the major and smaller labor market areas with 
substantial labor surpluses for three dates and the number of such areas which 
would have been eligible for aid as distressed areas under the proposed test of 
having 6 percent or more unemployment for 18 of the prior 24 months, 
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Number of labor market areas with substantial labor surplus and number eligible 
for assistance under proposed area redevelopment bills 





1958 

















ne Ne | 1959, 
| | | January 
| January | July 
= —— “ryrerrebes 
Areas with substantial labor surplus: ! | 
sae in csi ebebidl esahlatchino teeth chnsound épectpoémed | 45 89 76 
a i ie nea aaeet nn apetngs a ae wp 72 161 183 
icemat ferris ete sc aus eset i aon hes 117 250 259 
Areas eligible for assistance: ? | 
NE etnareccecsttarcocetaccescsneoeaersghssereconauance 18 21 2 
ee GS Ee, esr Gib eeids. nce dcisenucasce peacidipiehawdee §2 54 59 
a car idle dal dik en palaenimememinnienieviaaiel 70 75 82 
1 “Substantial labor surplus’’ is defined as 6 percent or more ey ov ie nt. 
2 Areas eligible for assistance under proposed bills are those which had 6 percent or more unemployment 


in 18 out of 24 months. 


A study of the labor markets which would have qualified for Federal assistance 
if the Douglas-Payne bill, which was passed by the 85th Congress, had been in 
existence since July 1953 indicates the following : 





1. Areas suffering from continuous distress___._._.._-----------------.--- 64 
2. Areas which experienced partial revival but chronically distressed as of 
I eas 2 iad tai Ss gach scar bien eihnb natin vinnie hee eli ni a Lik Satin 11 
(a) Met Douglas-Payne bill requirements during prior period of 
6 | aE OS ane ee ee ee ee ee ee ee (4) 
(b) Did not meet Douglas-Payne bill requirement during prior 
DGT100 OF IADOT MUL Olin oks 6B oie oon ne cous aaebaseua (7) 
8. Areas formerly distressed but no longer eligible for Douglas-Payne bill 
ee ee ee a TOD LE Se ee eee ee ee eee 41 
(a) Again classified as labor surplus in January 1958 or later... _ (19) 
(b) Not classified as labor surplus as of March 1958___--______- (22) 
ONE si elo a police Liebe deh dine eS 116 


Of the total of 116 labor markets which had since July 1953 met the definition 
of chronically distressed, 53 were continuously distressed from the time their 
economic difficulties began. Despite valient local efforts in many cases, they 
were unable to readjust their economies. On the other hand are 22 labor markets 
which had been so classified but were not, in March 1958, classified as chronically 
distressed. These had truly recovered. Another 19 labor. markets had re- 
covered but the depression of 1958 had hit them again and pushed them back into 
the status of chronically distressed. The improvement was not permanent. 

Analysis of the 41 labor markets which had shown improvement advances in- 
dicates that 13 had seen improvement because of outmigration of their surplus 
population ; 6 recovered because people living in the area were working in other 
districts and commuting to them. Improvements in the other 22 occurred pri- 
marily because, of expansion of existing industry. The significant fact is that 
recovery was derived from internal forces and not immigration of new indus- 
tries. The communities in which complete realinement of industry and a new 
industrial and commercial design were required have not yet experienced re- 
covery. Their own efforts were insufficient for this purpose. 


D. Distress is costly to people, community, State and Nation 


Underemployment and unemployment have disastrous effects on individ- 
uals. It means poverty and the accompanying debilitating impact on the physical 
well-being of workers and their families. It robs people of ambition and the 
desire to help themselves. We know that it imposes a large burden upon local 
and State government in the form of relief, high crime rates, deterioration of 
physical conditions and, finally, bankruptcy of local government. During the 
war, the areas of economic distress and low income recorded the highest rejection 
rates for the Armed Forces, and now they deprive the Nation of a healthy, capable 
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work force. The local governments are dependent upon outside assistance to 
operate. Local private and public property and services tend to deteriorate. 
The total cost of distress in human, financial, and physical forms is tremendous. 


II. FEDERAL LEGISLATION IS NEEDED 


A. Legislative concern for urban and rural distress areas is long standing 


Many individual Congressmen and several committees have been much con- 
cerned with the problems of urban and rural distress and have urged action. 
Senator Murray’s economic expansion bill of 1949 which had bipartisan support, 
provided for loans or grants for public works and retraining of workers in dis- 
tressed areas. President Eisenhower in his Lawrence, Mass., speech of 1952, 
promised action to help relieve the distress of these communities. Hearings on 
these problems were held by congressional committees of the 84th Congress in- 
cluding the Joint Economic Committee, Labor and Public Welfare, and Banking 
and Currency; and again in the 85th Congress by the Senate and House Com- 
mittees on Banking and Currency. Subcommittees have held hearings on this 
bill in five districts in the United States. 

Bills have been introduced to implement the desire for Federal assistance. 
Several were presented in the 83d Congress. In 1955 Senator Paul Douglas 
offered the bill which has become the basis for current debate. In 1956, the 
Senate passed the measure but the House adjourned before the bill could get out 
of the House Rules Committee. In 1958, the area development bill passed both 
Houses and was vetoed by the President. 

Support for the legislation has come from both parties. The bipartisan nature 
of the legislation is symbolized by the fact that the Senate passed the Douglas- 
Payne bill in 1958. 

Active support comes from local, State, and National levels. Many private 
organizations have actively promoted the legislation. In 1957 the National 
Planning Association, an independent, nonpolitical organization of leaders of 
agriculture, business, labor, and the professions, urged the Federal Government 
to “assume the responsibility for a vigorous program to remove chronic local 
unemployment, in collaboration with local and private programs.” The NPA 
published a report by William H. Miernyk entitled “Depressed Areas—A National 
Problem.” 

The Area Employment Expansion Committee was formed with Prentiss M. 
Brown as chairman, Charles S. Murphy as counsel, and Solomon Barkin as 
secretary-treasurer, in 1956, to coalesce the varied community forces behind 
the legislation. 

Endorsing and actively advancing the legislation to aid distressed areas are 
local developmental agencies; governors, mayors, and local officials; housing 
and planning officials and associations; farm and rural organizations; religious 
groups; welfare associations and labor unions. 


B. State and local efforts limited by resources 

Despite the willingness and industry of the people in these chronically dis- 
tressed areas to assist themselves through development programs, local efforts 
have not succeeded in overcoming the obstacles to a sound and healthy revival. 
Their resources are not equal to the long-term challenge. Pennsylvania estab- 
lished an industrial development authority to encourage the influx of new 
and diversified types of industry. Industrial development groups have also 
been organized in many communities in that State. But Pennsylvania’s experi- 
ence, like that of many other States, has shown that regardless of the magnitude 
of local efforts, high levels of unemployment have persisted in chronically 
distressed areas. Even this rich State finds its resources insufficient for the 
task. 

New England has taken the lead in organizing local area development authori- 
ties composed of private citizens and leading institutions which believe that 
it is good business to foster area development. The first such corporations was 
organized in Maine in 1949. By the end of 1957 the development corporations 
in the 6 New England States had approved a total of 263 loans, valued in 
excess of $20 million. Illinois, New Mexico, Oregon, and West Virginia, among 
others, have similar programs in effect. West Virginia has taken advantage 
of the agricultural development legislation to advance agriculture. But the 
lack of adequate local financial resources has severely hindered the progress 
of these efforts. Moreover, they have not been based on adequate programing 
and planning. 
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Individual communities have exerted themselves to attract industries, In 
Altoona, Pa., the residents contributed through payroll deductions $847,000, 
and others bought bonds in the amount of $134,000. With this money, 3,600 
new jobs were brought to Altoona, increasing the annual payroll by $12 million. 
Nevertheless, substantial unemployment still prevails. In West Virginia, a 
particular area raised $25,000 in local funds, and the county court donated 
one-third of the county infirmary farm for a factory site. As a result, the 
Kaiser Aluminum concern established a processing plant there. But, as Con- 
gressman Bailey of this area stated in Congress, ‘‘* * * people cannot continue 
to raise $25,000 for every small factory they expect to bring in.” 

The 1958 report of the House Committee on Banking and Currency stated: 
“Placing the major share of the responsibility upon the local community would 
be exceedingly unwise. We have relied upon such efforts in the past in most 
communities now considered distressed, and they proved to be inadequate. The 
failure of such local efforts is the reason that the distressed-areas problem has 
become a national problem. The greater national interest dictates that con- 
tinued economic distress anywhere is destructive of the national well-being 
and at variance with the Employment Act of 1946 * * *” 

While some areas have had limited success in assisting themselves through 
the use of local resources, most areas are not in a position to expand. Where 
distress has been of long duration, the tax base is too limited to make it feasible 
to increase the burden of taxation in order to qualify for funds for financing re- 
development projects through the ordinary financial channels. The limited tax 
base of rural communities eliminates the possibility of their self-development. 

The States and local communities are already burdened by the costs of the 
usual development projects for an expanding population and to meet the rising 
expectations of their peoples for more and better services. The tax svstems of 
most States and local areas have not yet been modernized to shoulder these 
costs. The States with distressed areas tend to be those with the least capacity 
for such huge efforts at area development, since they have also to undertake 
huve developmental projects for the State as a whole. The local communities 
sv ffering from economic distress tend to have limited tax capacities. 

The problem of chronic distress is centered in structural defects occasioned 
by changes in basic economic trends. To be helped out of this status, it is neces- 
sary to develop long-term plans for the rebuilding of the communities, the crea- 
tion of adequate new public facilities, and the identification of new industrial, 
commercial, and economic enterprises which will grow within the communities. 
This task requires adequate financial and technical assistance for planning and 
redevelopment. It demands national financial and technical help in establishing 
nucleus plants for stimulation of new growth. 
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C. Inertia in local redevelopment 

Affected areas have difficulty in overcoming the psychological block against the 
growth of new businesses where the once-dominant economic interests discour- 
aged its growth. Some of these areas have become accnstomed to having their 
economic destinies directed by outside interests. Consequently, not only do the 
old attitudes persist but the initiative and daring, as well as civic organization, 
are often lacking to undertake an economic rehabilitation program. 

Prolonged unemployment has depressing psychological effects, resulting in in- 
ertia. It smothers local enterprise and initiative. The people become resigned 
and discouraged. Their feelings of pessimism and frustration drain the commu- 
nities’ physical energies. 

Areas need assistance in overcoming these psychological obstacles to economic 
progress. They require guidance, courage, and material aid to transform them- 
selves into productive communities. 


III. BILL WOULD CONTRIBUTE TO SOLUTION OF PROBLEMS IN DISTRESS AREAS 


A. Prevent economic loss and social distress 


Chronie unemployment results in the outmigration of some of the unemployed 
in search of economic opportunity. The social capital of communities thus de- 
serted becomes underused and unemployed. The economic and social resources 
of the areas include its communication, utility, and transportation facilities and 
its schools, hospitals, churches, libraries, and other community facilities built up 
over the years. The underutilization of these costly resources results in serious 
economic loss. The redevelopment of these areas will preserve billions of dollars 
of community facilities which would otherwise remain idle. It is cheaper to re- 
build than it is to create new communities. 
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Area redevelopment would prevent social distress due to migration, by offering 
the unemployed jobs within their own communities. Dislocation of human beings 
and its attendant suffering would be prevented. It would avoid the breaking of 
human attachments to communities, homes, and associates as well as the breakup 
of families. Migration eats away at the very foundation of the American way 
of life and causes untold suffering not measurable in dollars and cents. 

Migration in itself creates difficulties for the areas in which the migrants 
settle. Migrants moving to other areas create overcrowding, slums, and finan- 
cial burdens for the areas to which they move. Duplicate community facilities 
and utilities must be built at great costs and sometimes with Federal subsidies. 
For example, in California people are actually coming in too fast for the munici- 
palities and the areas to absorb them and provide adequate sanitary, transporta- 
tion, and school facilities. The cost of doing nothing for depressed areas in 
terms of human distress and financial costs far exceeds the cost of constructive 
action. 

The experience during the late recession and the current halting recovery 
highlight another facet of the problem. When the outmigrants of depressed 
areas are adversely affected by recessions or depressions, and they are likely to 
be among those laid off because of the shortness of their seniority, they return 
to the older distressed communities compounding the already existing problems. 

The national economy will benefit from area redevelopment. The cost of eco- 
nomic revival is small as compared with the charges that new communities or 
overexpanded surburbs impose upon our country. In the distressed communities 
human social and private capital must be refurbished, modernized, and supple- 
mented with consequent enrichment in the lives of all. In the new communities 
the entire cost of new facilities, both private and public, must ultimately be 
accepted and tends to prove most onerous. 


B. Solve social problems created by prolonged unemployment 


What happens to a community where chronic unemployment develops? Men 
are left stranded without positive functions. If jobs are available for women, 
as happened in the anthracite area, they work while the men come off the streets 
to manage the household. Some men drive 100 miles back and forth each day 
in order to work in distant communities. Children grow up and leave home 
since there is nothing for them to do. Family and community life under these 
conditions are disrupted. 

Continuation of bad conditions is disadvantageous and unfair to the children 
of affected areas. Our most valuable human resource remains inadequately 
developed. Their prospects in life are limited due to chronie poverty and low 
standards of institutions and facilities in their communities. The standard of 
education suffers since the tax base is not sufficient to provide good schools and 
good teaching. Hospital and welfare facilities cannot adequately meet the 
area’s needs. 

But these are not the only problems created by prolonged unemployment. 
There is an increase in juvenile delinquency and waste of the next generation. 
For example, the effect of unemployment in Walsenburg, Colo., has been that 
more than twice as many youths were summoned to court in 1956 as in 1946, in 
spite of a drop in population. 


C. Halt individual financial losses and costs 


Prolonged unemployment has severe financial repercussions upon individuals 
in distressed areas. The savings of years vanish. Houses and real estate are 
lost due to the inability to meet mortgage commitments or they are sold at a 
loss by migrants. Businesses close or go into bankruptcy because of the lack 
of local purchasing power. Since the supply of labor is far greater than the 
demand, the wage scale is depressed. In Sanford, Maine, after the textile mill 
which had been the community’s mainstay was liquidated, the wage scale was 
pushed down to $40 and $50 a week. Lastly, the communities undertaking to 


raise money for redevelopment frequently take a dollar or less a week out of the 
inadequate paychecks of persons still at work. 


D. Aid to communities engaged in urban renewal programs 

The bilkis of particular interest to communities attempting to eradicate their 
blighted areas. In amending the Housing Act of 1949, the bill makes financial 
assistance available for industrial development or redevelopment in project 
areas notwithstanding residential limitations. The amendment would also au- 
thorize financial assistance to industrial development areas by making eligible 
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for rehabilitation a project area involving primarily industrial or commercial 
structures. Lastly, the bill makes the planning advances previded by the 
Housing Act of 1954 available to all counties, cities, or other municipalities in 
industrial redevelopment areas without regard to the population limitation 
(over 25,000) otherwise applicable. 


IV. POSITIVE EFFECTS ON THE U.S. ECONOMY 


A. Bill would increase productivity and purchasing power and reduce the cost 
of transfer puyments 

Depressed areas exert a downward drag upon the economy, and are wasteful 
of our resources, both human and material. These areas are expensive to the 
economy in terms of lowered purchasing power, lessened contributions to the 
Nation’s productivity and tax revenues and increased outlays for unemployment 
compensation and relief claims. 

The expense of transfer payments is illustrated in the following examples. 
For the 4 years of 1953 through 1956, Pennsylvania paid more than $300 million 
for unemployment compensation and public assistance benefits in labor surplus 
areas. In some depressed areas of Minnesota, the annual welfare costs, county, 
State, and Federal, amounted to one-quarter or more of the total 1955 taxable 
values in the counties. For example, in Cass County, the total welfare costs 
amounted to $1.1 million, while the 1955 taxable values came to $3,7 million. 
In Beltrami County, the total welfare costs came to $1 million, while the 
1955 taxable values amounted to $5.7 million. The Governor of Minnesota 
reported that in 1956, 25 percent of the total initial unemployment claims for 
the entire State came from the 20 depressed rural counties of the State although 
the same 20 counties had only 14 percent of the covered workers. 

The per capita cost of public assistance in the 31 southern Illinois counties 
in 1956 was $24.96, compared to the per capita cost of public assistance for 
the whole State of $16.87, a difference of $8.09 per person. Walsenburg, Colo., 
in 1946, extended $82,547 while in 1956 such payments amounted to $308,275. 
Together with this expense, we also lose what Senator Douglas of Illinois called 
“the greatest wasted resource in the United States; namely, idle time.” 

Depressed areas created labor surpluses and recessions in other areas instead 
of creating markets for the rest of the economy. If full employment were 
achieved in these areas, greater output would be available to purchasers in 
other sections. Simultaneously, there would be wider demand in these areas for 
the products of other sections. Improved conditions would create demand and 
bolster the total economy. 


B. Better economic conditions created by stimulating diversification 


The lack of industrial diversification lies at the root of the economic problems 
of many of these areas. The dependence of Michigan upon the antomobile in- 
dustry makes that State’s economy sensitive to changes occuring in that in- 
dustry. The sad story of the one-industry town is by now well known. By 
aiding these areas to diversify, a sounder economic structure can be established. 
New Hampshire’s experience is illuminating in this regard. With the closing 
of Amoskeag Industries, the largest cotton mill in history, in Manchester, N.H.., 
in 1936, the people of the city were dealt a mighty blow. However, they were 
able to bring in new, smaller, diversified industries and Senator Cotton of New 
Hampshire has stated, “the city of Manchester is better off today with its diversi- 
fied industries than it would have been had the city continued to be dependent 
upon one industry.” 


C. End unemployment and create additional jobs 


The bulk of the Nation’s unemployment during the past 8 years has been con- 
centrated in 271 labor surplus areas. In July 1958, these areas accounted for 
3,400,000 of the 5,294,000 unemployed in the United States. While general fiscal 
and monetary policies will help to reduce the overall level of unemployment in 
the country, they will not substantially mitigate conditions in the distressed 
areas. The latter will remain underdeveloped and tend to remain chronically 
distressed even while there are shortages in manpower and capital in others. 
The reason basically is that there has not been enough modernization of human 
social and private capital resources. The base for attracting the expanding and 
growing industries has not been established. Policies favorable to high em- 
ployment must be supplemented by programs directed at redeveloping the dis- 
tressed communities. 
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Unemployment and underemployment tn one area reduces the demand for goods 
and services from other areas. It will also affect the state of confidence in 
other areas and the level of economic activity in different regions. Congressman 
Denton, of Indiana, stated that in the 1954 recession there was one industrial 
area with serious unemployment in his district. Im 1958 there were three such 
industrial areas. Assistance to distressed areas would stop the spread of struc- 
tural unemployment. 

The continuing growth in our population and the rise in national productivity 
demand that new sources of employment opportunity be created. Some three 
quarters of a million young people enter the labor force each year. Meanwhile, 
rising output per man-hour reduces the number of workers required per unit 
of output. It has been estimated that our national product must increase by 
4 to 5 percent a year to absorb the growing labor force and meet our inter- 
national responsibilities. The existence of stagnant depressed areas is a drag on 
our expending economy which must be eliminated if we are to succeed in our race 
for survival against the threat of burgeoning Soviet imperialism. 


D. Decent wages will then be more easily paid in all areas 


Some migration of industrial plants now takes place solely because of the 
lower wages prevailing in some underdeveloped areas. Such low wages hold 
back the development of our country. By building up the local facilities and 
redesigning these areas, the companies locating in them will be more willing to 
meet the American wage standard, since they will have more facilities, better, 
healthier, and more ambitious workers, and a larger local market for their prod- 
ucts. Moreover, the climate of growth is more conducive to establishing decent 
wage standards than that of stagnation. 


Vv. BILL IS COMPATIBLE WITH U.S. POLICY 


A. In accord with the Constitution 


The proposed Area Redevelopment Act is in keeping with the general welfare 
clause of the Constitution (art. 1, sec. 8), which obligates the Federal Govern- 
ment to promote the general welfare of the people. Abraham Lincoln has 
said, “* * * that it is the obligation and duty of government to do those things 
for the people which they cannot do for themselves or do so well for themselves.” 
Under our system of government, it is the duty of the Government in time of 
stress and emergency to do those things for the people that need to be done in 
order to relieve them from the vicissitudes of the emergency. 

The bill has been criticized on the ground that a Federal program should not 
be directed at local areas. This is tantamount to saying that the Government 
should ignore privation and hardship unless each of its 175 million citizens is 
directly affticted. The principle of Federal responsibilty for local problems is 
recognized by legislation dealing with social welfare, the Tennessee Valley 
Authority, western reclamation projects, and the Employment Act of 1946. 
Senator Kennedy, of Massachusetts, has stated that this responsibility is as 
old as the Federal Government itself. 

On December 5, 1791, Alexander Hamilton, the then Secretary of the Treasury, 
reported to the Congress upon the promotion of industry and manufactures. In 
the course of this historical report he stated: “It is not uncommon to meet with 
an opinion that though the promoting of manufactures may be the interest of a 
part of the Union, it is contrary to that of another part. The northern and 
southern regions are sometimes represented as having adverse interests in this 
respect. Those are ealled manufacturing, these agricultural States, and a 
species of opposition is imagined to subsist between the manufacturing and 
agricnitural interests. 

“This idea of an opposition between those two interests is the common error 
of the early period of every country, but experience gradually dissipates it. 
Indeed, they are perceived so often to succor and befriend each other that they 
come at length to be considered as one.” 


B. Government committed under Employment Act of 1946 


The Employment Act of 1946 states: “It is the continuing policy and responsi- 
bility of the Federal Government * * * to coordinate and utilize all of its 
Plans, functions, and resources for the purpose of creating and maintain- 
ing * * * maximum employment.” The House Committee on Banking and 
Currency declared in 1958 that “* * * economic distress anywhere is * * * at 
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variance with the Employment Act of 1946.” Federal assistance to depressed eco- 
nomie areas would help in achieving maximum employment, which is the goal 
of the Employment Act of 1946. 


C. Analogous to foreign and agricultural aid: Point IV for the United States 


The self-interest that leads us to spend billions to help distressed areas abroad 
dictates that we must assist the distress areas within our own borders. If we 
foster economic development and wipe out poverty among foreign peoples, we 
must surely aid our own people who are in need. The bill is not a giveaway. 
Rather it is designed to help people assist themselves, by granting loans. The 
applicants for loans must be good credit risks or the loans will not be granted. 

Our Government has spent billions abroad for economic aid. We have set up 
the Export-Import Bank, participated in the World Bank, the International 
Monetary Fund, the International Finance Corporation, the Loan Development 
Corporation, and have administered foreign aid through the Mutual Security 
Agency and the International Cooperation Agency. In 1958 approximately $5 
billion was made available for aid to countries all over the world outside of 
the Iron Curtain countries. The $14% million provided annually under the 
proposed Development Act amounts to less than 8 percent of the $5 billion 
granted to foreign countries in 1958. The bulk of the funds provided under 
the program is $300 million which are in a revolving fund and not an expense 
to the Government. Also proposed is a one-shot grant of $75 million. We are not 
justified in overiooking the needs of our people while we continue to recognize 
our obligation to maintain the economic strength of friendly nations. Point 
IV is as applicable to the United States as to foreign countries. 


AREA REDEVELOPMENT ACT 


D. To strengthen national security 

Chronic unemployment threatens our security since it stifles our internal 
development and prevents us from realizing our full strength. The loss of 
production and income and the dissipation of human resources resulting from 
our failure to utilize our full economic potential is dangerous to our security. 
The Russian threat forces America to utilize all of its resources. We cannot 
afford to waste the billions of dollars invested in existing communities and the 
skills and creative potentialities of workers who now live in them. 

The Development Act would strengthen our national security in yet another 
way. By aiding the distressed areas in the various sections of the United States 
to attract industry, we will be dispersing our industrial facilities in the interest 
of national security. 

We will be dividing up the physical and mental facilities of our population 
and make them eligible for service. 


E. Equality of opportunity ertended 


Prolonged distress has a detrimental effect upon the youth of the affected 
communities. The existence of poverty and the low standards of educational 
institutions and other facilities circumscribes youth’s future prospects in life. 

A powerful motive force in our economic growth has been our acceptance of 
the idea of equality of opportunity as a social goal. If opportunity is drasti- 
cally limited in many areas through no fault of the communities themselves, we 
are depriving the men, women, and especially the children of the privileges of 
the American way of life. Furthermore, faith in our democratic objectives will 
be impaired and the motive force which that faith supplies in our economy will 
be weakened. 


VI. BILL RELIEVES DISTRESS DUE TO GOVERNMENT ECONOMIC POLICY 


Prolonged unemployment can often be traced to specific governmental economic 
policies. The liberal foreign trade policy permits imports to come into this 
country. They have an impact upon domestic industries, frequently inhibiting 
their growth or accelerating their shrinkage. Workers are displaced and 
readjustment becomes necessary. Communities must then undertake the task 
of stimulating the creation of enterprise to provide new jobs. 

Another Federal policy which has contributed to the creation of distressed 
areas is the tax loss carryover provision of the Internal Revenue Code. Com- 
panies which have suffered losses have become bait for financial manipulators 
intent on using these losses to reduce their income tax liability. As a result, 
many long established businesses have been liquidated as soon as they have 
served the tax purposes of their new owners. This practice has been particu- 
larly damaging to textile areas. 
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The Government’s military procurement and developmental programs and 
policies have been responsible for several serious local economic disturbances. 
Government camps, stations, depots, shipyards, arsenals, and plants have been 
closed in a number of areas. Others have been announced for the calendar 
years 1959 and 1960. The shifts from airplane to missile manufacture has 
transferred the scene of operations from one set of communities to another. 

Changes in emphasis on one type of missile as over against another has 
spelled prosperity for one community and disaster for another. The unlucky 
communities have to start afresh to create a new base for economic activity 
and development. 

If our Government is to continue these economic policies, it has a responsi- 
bility to help restore the economy of the depressed areas whose serious economic 
condition is the consequence thereof. 


VII. ADVANTAGES OF FEDERAL ASSISTANCE 


The establishment of a central administration for area redevelopment would 
give leadership to local, State, and National efforts in dealing with the problems 
of economically depressed areas. Administrative advantages would result since 
one of the basic functions would be to coordinate the efforts of several existing 
Government agencies in this field. 

The first step in the redevelopment of an economically depressed area is a 
survey of the economic potential of the area. Such a survey involves a study 
of its physical and human resources. Most communities do not possess the 
technical skill and know-how to appraise their resources. Specialists are needed 
to accomplish this. 

The Federal Government, however, has the necessary resources to make a 
thorough survey of the potentialities. It can develop a nationwide organization 
for community development, and provide the technical know-how and initial 
outlay to stimulate endeavors for self-development. The technical assistance 
which the Government can provide includes engineering, marketing, and per- 
sonnel surveys. 

Lastly, capital in distressed areas is not as venturesome as in the more pros- 
perous communities of the United States. The Federal Government has fre- 
quently used the expansion of credit facilities to achieve policy objectives. 
Extension of credit to expanding and new business or for the development of 
public facilities is another essential element in a comprehensive area 
redevelopment program. 


VIII. ARGUMENTS IN ANSWER TO BILL’S OPPONENTS 


A. Program not erpensive 

Opponents of the bill have claimed that it is expensive This is not the case. 
Firstly, 79 percent of the funds are in the form of loans which are to be repaid 
to the Treasury with interest. Secondly, by reducing unemployment the cost of 
transfer payments (unemployment compensation, relief, etc.) will be cut and 
tax revenues will be raised. As persons are restored to jobs, for example, 
Congressman Patman of Texas has stated: “If the ratio of unemployment in the 
industrial areas eligible for assistance under this bill could be reduced to the 
present national average, the annual rate of unemployment insurance benefits 
now (August 1958) being paid in this country—about $4.5 billion—would be 
reduced by approximately $450 million.” Estimates of total savings on public 
assistance as well as the increases in income tax receipts have not been made. 
In southern Illinois, where 65 percent of employable persons are on relief rolls, 
Congressman Libonati stated that “this act will save untold millions of tax 
dollars paid for relief purposes in a distressed area in southern Illinois.” 


B. Bill sets a time limit on loans 


Opponents of the bill have stated that the 40-year limit on loans is negated 
by the provision which states: “that any Federal assistance extended under this 
section in connection with a particular project shall be repayable only after 
other loans made in connection with such project and in accordance with this 
section have beep repaid in full.” However, in such cases, the bill limits the 
extended period to 10 additional years. 


C Bitt prohibits pirating of industry 


Opponents of the bill have charged that it would lead to the “pirating” of 
plants from one area to another. The bill however expressly states that assist- 
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ance would not be granted if it ““would result in substantial detriment to the area 
of original location by increasing unemployment.” Senator Clark, of Pennsyl- 
vania pointed out that this provision does not speak of a “substantial increase” 
in unemployment but merely an “increase” in unemployment. 


D. Bill is not discriminatory 
Opponents of the bill have claimed that it favors some of the unemployed over 


others. In answer to them Mr. Solomon Barkin stated before the House Com- 
mittee on Banking and Currency in 1958: “To claim that it (the bill) is discrimi- 
natory is to build on a relatively artificial distinction. Discrimination exists 
when members of the same class get different treatment. But communities suf- 
fering from chronic unemployment are not in the same group and beset by the 
same problems as those affected by general unemployment. The distressed areas 
are those in which there is structural unemployment. Unemployment in the 
remaining communities result from the general business letdown. The treatment 
required by these two types of communities must be different because the economic 
maladies stem from diverse sources. 

“If any charge of discrimination should be levied, it is against the opponents 
of the Area Redevelopment Act. They apparently favor legislation which will 
relieve only the general level of unemployment * * * general monetary and 
fiscal measures will help the structurally sound community * * * but they will 
not help or assist communities which have lost their factories.” 

This bill would not be the first piece of legislation to assist specific areas, 
Federal funds have been spent for reclamation projects. Yet many States do 
not receive one penny of the benefits of these projects. 


E. Bill maintains States rights 


The bill has been opposed on the grounds that it infringes upon States rights 
The bill, however, states that only applicants approved by an agency of the State 
or political subdivision in which the project is located may receive aid. Further- 
more, the bill prohibits assistance if the project is inconsistent with State and 
local law. 


F. Bill is not an antirecession measure 


The bill has been opposed on the ground that it is an antirecession measure. 
This is not the case. The requirement for designation of “industrial redevelop- 
ment areas” is that “there has existed substantial and persistent unemployment 
for an extended period of time.’”’ The period varies from 12 to 24 months, depend- 
ing upon the degree of unemployment except where unemployment has been 15 
percent or more for a 6-month period and where the Administrator “determines 
that the principal causes of such unemployment are not temporary in nature.” 

The purpose of the bill is to deal with the problems of structural unemploy- 
ment, i. e., where the economy of an area has been weakened by fundamental 
deficiencies in its industrial structure. A recession may aggravate the problems 
of such areas but the passing of the recession cannot be expected to solve the 
basic economic weaknesses from which they are suffering. These will continue 
unless a fundamental reorientation of their economies is effected. It is toward 
this end that the proposed bill is directed. 


G. Bill is not socialistic 


The bill has been attacked as socialistic. This is a “red herring” argument 
which has no validity. Socialisrn implies a centralization of economic power in 
the hands of the Government. The bill places the responsibility for initiating 
and formulating redevelopment plans on local groups approved by the State or 
its instrumentality. The bill is not a substitute for self-help; it is designed to 
make it possible for self-help to achieve genuine improvement in the area. 

The role of the Federal Government under this program is limited to those 
functions which local resources are inadequate to handle. By furnishing tech- 
nical and financial assistance, the Government will seek to make is possible for 
distressed communities to create a climate in which private enterprise can flour- 
ish. This is the very antithesis of socialism. 


H. Bill does not obligate the United States by contract in advance of appropriation 


An informal opinion from the General Accounting Office on the question of 
whether or not the bill authorizes the Secretary of Labor to obligate the United 
States by contract in advance of appropriations for retraining subsistence pay- 
ments, stated: “there is reasonable basis for the view that the contractual au- 
thority is intended to be contingent upon the enactment of future appropria- 
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tions * * *. Moreover, it could be argued that the contractual authority of 
section 16 * * * imposes on the United States obligations so indefinite and un- 
certain as to bring the contracts within the class of prohibited contracts * * *.” 
Thus the Government would not be obligated in advance of appropriations. 


I. Assistance to the redevelopment areas is not inflationary 


Inflation exists only when there is a competitive demand for already used 
scarce resources. The proposed program deals with areas where there are un- 
used resources and manpower. Their employment does not involve already uti- 
lized resources. Increased production will offset any inflationary pressures. 
Finally, if there are alternative claims, it is important that the highest priority 
be assigned to the redesign and redevelopment of these distressed areas for they 
are major economic cancers of our economy. 


IX. POSITIVE FEATURES OF BILL 
A. Not a “handout” 

The bill has been described as a “handout.” Actually, $300 million of the $379 
million the bill calls for is for interest-bearing loans to be matched in part by 
State and local funds. An interest subsidy is not provided by the bill. Rather, 
borrowers are required to pay a premium of one-quarter of 1 percent above 
the average interest rate paid by the Treasury on its borrowings. 


B. Prevents use of Government resources to drive down wage rates and the stand- 
ard of living 

The bill insures that wages paid on projects undertaken by public applicants 
under the bill shall not be less than those prevailing on the same type of work in 
the immediate locality and will receive time and a half for work in excess of 40 
hours. This prevents the use of Government resources to drive down wage rates. 
C. Flevibility in eligibility requirements 

The flexibility provided in the requirements for eligibility under the bill would 
be advantageous to communities suffering from prolonged unemployment except 
for a seasonal pickup in employment. The lumber communities of Oregon have 
experienced prolonged unemployment. They would not be disqualified for as- 
sistance in spite of a seasonal respite in the summer. 


D. Subsistences while retraining 

Those persons who are undergoing retraining and have exhausted unemploy- 
ment insurance or are not eligible for it, willl receive subsistence payments. 
Such payments are necessary if the retraining program is to be effective. Pro- 
posed funds for this purpose are limited to $10 million in 1 year. 
E. Attract industry by having modern facilities available 

By having modern, efficient plant facilities readily available and calling thein 
to the attention of potential users, the distressed areas will have greater success 
in attracting industry. 


AREA DEVELOPMENT Fact SHEET NO. 1—PENNSYLVANIA 


The State of Pennsylvania has suffered from a higher unemployment rate than 
the average for the Nation for many years. This has been due to the existence 
in this State of several areas with serious chronic unemployment problems dating 
back to the depression days of the thirties and continuing ever since. Despite ex- 
tensive and sustained efforts on the part of the affected communities to improve 
their lot and the assistance rendered to these communities by the State Govern- 
ment, high rates of unemployment have persisted. 

The consequences of inadequate employment opportunities have been lower 
income, reduced living standards, insecurity, and ill health. The residents of the 
depressed areas have absorbed a disproportionate share of the State’s unem- 
ployment compensation and public assistance payments. 

The persistence of depressed conditions in these areas has often tended to 
sap the vitality of many communities, retarding local efforts to rehabilitate their 
industry. 

Neither local nor State efforts are adequate to revitalize the economies of 
areas hit by the concurrent collapse of the mining and textile industry and the 
shrinking of employment in railroading as well as in other local industries. 
Being one-industry towns, economic revival is dependent upon creating a new 
base and nuclei for growth and expansion in employment. 
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Our Nation will be less subject to the extremes of business cycle if we re- 
vitalized distressed areas as they appear. 

Federal assistance is necessary to help put these communities back on their 
feet. Given appropriate guidance and financing, State and local redevelopment 
groups can be expected to create new opportunities for the revitalization of their 
areas. 

I. STATE HAS 12 INDUSTRIAL AREAS OF SUBSTANTIAL LABOR SURPLUS 


In November 1957, there were 12 Pennsylvania labor market areas with 
a substantial labor surplus, according to the official area classifications of 
the U.S. Department of Labor. Eleven of these have continuously suffered 
unemployment rates of 6 percent or more of the labor force for more than 2 
years. Consequently, they would qualify as industrial redevelopment areas 
under the Douglas bill (S. 964). One, Erie, has had an unemployment rate of 
6 percent or more in half of the months reported in the past 2 years, including 
the last months reported (July, September, November 1957, and January 1958). 


A. Persistence of distress 


Five of the State’s areas of substantial labor surplus are major metropolitan 
centers; the remaining seven are smaller areas (table 1). Of the major areas, 
three have been continuously classified as surplus areas since 1951, when the 
present system of classification was instituted. One major area has been so 
classified since 1953 and the remaining major area (Erie) has fluctuated between 
a slight and a substantial excess of labor since 1956; in 1955 and from May to 
the end of 1954 this area had suffered a substantial labor surplus. 

The inception of the surplus-labor classification for the seven smaller areas 
dates back to 1951 in two cases; to 1952 in two; to 1954 in two, and to 1955 
in one. 


B. Unemployment in surplus areas is higher than in remainder of State 


The degree of distress from unemployment has been markedly higher in the 
11 areas with a chronic labor surplus than in the rest of the State. In each of 
the past 5 years, the ratio of unemployment to total civilian labor force has been 
between 2 and 3 times as great in the 11 chronic surplus areas as in the re 
mainder of the State (table 2). 

In 1953, the average unemployment rate in the 11 chronic surplus areas was 
9 percent compared to 3 percent in the remainder of the State. Rates in par- 
ticular surplus areas ran as high as 12 percent (Uniontown-Connellsville) and 14 
percent (Pottsville). 

In 1954, the chronic-surplus areas averaged 14 percent unemployment com- 
pared to 7 percent in the rest of the State, with individual high rates prevailing 
in Johnstown (20 percent) and Uniontown-Connellsville (23 percent). 

In 1955, the contrast in unemployment rates was between 14 percent in the 
surplus areas and 6 percent in the remainder of the State. The Uniontown- 
Connellsville area continued to have the highest individual rate (21 percent). 

In 1956, unemployment in the rest of the State dropped to 4 percent while the 
ehronic-surplus areas averaged 11 percent. The Pottsville area had the worst 
individual record, with a rate of unemployinent of 18 percent. 

The disparity continued in 1957, with the average for the first 7 months in 
the chronic surplus areas being 11 percent compared to 5 percent in the re 
mainder of the State. Pottsville again had the individual high (15 percent). 
Eight of the eleven surplus areas had unemployment rates of 8 percent or more. 

Three of the four major chronic-surplus areas had average unemployment 
rates of 8 percent or more in each of the past 4 years and five of the seven 
smaller areas also suffered from this high degree of unemployment throughout 
the past 4 years. 


C. Disproportionate share of unemployment compensation and public assistance 
paid in surplus labor areas 

While the labor force in the 11 chronic-surplus areas comprises only one-sev- 
enth of the State’s total, the residents of these areas account for much larger 
proportions of the State’s unemployment compensation and public-assistance 
payments: 

The average weekly number of continued unemployment compensation claims 
in the 11 surplus areas accounted for between 28 and 38 percent of the State 
total in the 1953-56 period (table 3). 

Unemployment compensation benefits paid in the 11 surplus areas amounted 
to 27 to 37 percent of the total in this period (table 4). 
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Public-assistance payments in the: 11 surplus areas comprised 25 to 28 percent 
of the total (table 4). 

Total payments under unemployment compensation and public assistance pro- 
grams in the 11 surplus areas accounted for 26 to 32 percent of the total 
(table 4). 

Claimants who exhausted their unemployment compensation benefits in the 
11 surplus areas comprised 27 to 35 percent of the total (table 5). 

Recipients of public assistance in the 11 surplus areas accounted for 27 to 
29 percent to the total (table 6). 

The disparity between public-assistance rates in certain of the distressed areas 
and the State as a whole is particularly marked. The proportion of the State’s 
population receiving public assistance was 1.9 percent in 1953 and ranged from 
2.2 to 2.4 percent during the 3 subsequent years. In the Uniontown-Connells- 
ville area, the proportion varied from 4.2 percent in 1953 to 6.7 pereent in 1955. 
Other areas in which the public-assistance rate hit a level twice as great as for 
the State as a whole during this period are the following: 

Johnstown (with a high of 4.4 percent in 1955). 

Clearfield-DuBois (5.6: percent in 1955). 

Lewistown (4.4 percent in 1955.) 


II. BASIC CAUSES OF CHRONIC UNEMPLOYMENT PROBLEMS 


The principal reason for Pennsylvania’s unemployment problem is the exist- 
ence in the State of concentrations of basic national industries which have been 
suffering severe and sustained long-term declines in production and employment. 
These declines have resulted from broad economic and technological develop- 
ments which have affected entire industries. 


A. Contraction of basic industries 

The drop in employment in the anthracite and bituminous coal mining indus- 
tries, which started nearly 30 years ago, constitutes by far the most important 
factor in the development of chronically depressed areas in Pennsylvania. The 
anthracite coal region in northeastern Pennsylvania has been the victim of a 
shift in consumer preference of household heating fuel to oil and gas. In addi- 
tion, joblessness has spread as a result of the depletion of coal deposits in many 
mines and the reduction of manpower required in mining coal through techno- 
logical improvements. 

The bituminous coalfields of midwestern and southwestern Pennsylvania have 
experienced a similar decline for much the same reason. Competition from low- 
grade fuel oil for industrial and transportation use has been largely responsible 
for the reduction in demand for soft coal. In addition, the beehive coke indus- 
try, companion to the soft-coal industry of southwestern Pennsylvania, has been 
gradually supplanted through the more economical production of byproduct 
coke. 

Employment in the State’s coal mines, which was 360,000 in the 1920's, had 
been reduced by half in 1947, when 185,700 were employed. Another reduction 
of more than half took place between 1947 and 1956, when 76,700 workers were 
employed, 109,000 fewer than in 1947 (table 7). 

Substantial declines in employment also occurred in the State’s textile in- 
dustry (from 150,100 in 1947 to 98,800 in 1956, a reduction of 51,300) and in 
railroad transportation (from 152,800 to 109,200 a decline of 43,600). Other 
industries which have contributed to the difficulties of various areas in the State 
include transportation equipment, apparel and metal manufacturing. 


B. Considerable dependence of Pennsylvania counties on one or two employers 
makes them economically vulnerable 


Many of the communities in Pennsylvania are particularly vulnerable to eco- 
nomic reverses since they are dependent upon the economic destiny of one or two 
employers. Should technology, consumer demand, or location advantages for 
the special products of these one or two large plants change as they might well 
with the shift to lighter metals, the economies of these areas would be en- 
dangered. 

In all, 23 of the State’s 67 counties, the 2 largest companies accounted for 50 
percent or more of the manufacturing shipments in 1954. Of the nine counties 
with less than 1,000 manufacturing employees, six were ones in which the largest 
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two companies shipped 50 percent or more of the total] value of shipments. The 
State’s counties were distributed as follows: 





Number of manufacturing employees 
Percent of county’s value of shipments accounted for ‘ 
y 2 largest companies 


Less than} 1,000 to | 10,0000r | ‘Total 
1,000 9,099 mere 




















Less than 50 percent... ..._.......-..-- Tey Ye. 3 i telicas 3 20 21 44 
aes Sans ce antg yp ne own da enema aniiegpnnapit 3 10 5 18 
75 percent or more _.........- sik iaieloaleabenacatie tr anotai lik tek wii in tallies peel 3 | 1 1 5 

MM aL Ss ahd ith. edad aistncecateecldane 9 | 31 27 67 





Source: U.S. Bureau of the Census. 


The State and Federal Government must be prepared both to help redevelop 
these areas or to help if economic reverses close these plants. 


C. Impact on individual industrial areas 


1. Major areas— 

Altoona: The shift from steam to diesel and electric locomotive power has 
been largely responsible for the decline of this area, which had been predomi- 
nantly engaged in production and repair of steam locomotives. 

Erie: Cutbacks in machinery manufacture (electrical and nonelectrical) were 
responsible for classifying this highly industrialized area as one of substantial 
labor surplus in 1954-55. The recurrence of this classification in the second half 
of 1957 was due to the same factors, plus reductions in primary metals and rail- 
road equipment. 

Johnstown: The drop in bituminous coal mining has more than offset rising 
employment in primary metals (basic steel) and apparel. 

Scranton: Anthracite coal mining had dominated the area’s economy until the 
late 1920’s. The working out of mines and the displacement of coal by oil 
and gas for heating have been largely responsible for the decline in this area. 
The local campaign to attract new industries has resulted in the establishment of 
a number of new plants. However, many of these are apparel and textile plants, 
employing mostly women, so they have not fully offset mining job losses. 

Wilkes-Barre-Hazleton: The principal causes for the decline of this area are 
the same as in the Scranton area. 

2. Minor areas- 

Berwick-Bloomsburg: Decline in area’s dominant plant (railroad equipment 
manufacturer) and in textiles has caused distress in this area. 

Clearfield-DuBois: Depletion of bituminous coal mines is largely responsible 
for depressed condition of this area. 

Lewistown: Dependent upon three leading industries for 80 percent of its 
manufacturing employment (rayon yarn, iron and steel forgings, and apparel), 
this area has not expanded employment in line with growth in its labor force, 
The rayon yarn plant which accounted for one-third of the factory jobs has 
been contracting as a result of displacement of rayon by newer synthetic fibers. 

Lock Haven: Dieselization of rail equipment has reduced need for personnel 
at local railroad repair shops. Closing of apparel plant and reduction in elec- 
trical equipment production have also contributed to area unemployment. 

Pottsville: Decline in anthracite coal mining has depressed this area. Almost 
half of factory jobs are in apparel. 

Sunbury-Shamokin-Mount Carmel: The closing of two large plants (electrical 
machinery and textiles) has added to the problems left by the decline in anthra- 
site coal mining. 

Uniontown-Connellsville: Decline in bituminous coal mining and the gradual 
supplanting of companion beehive coke industry by more economical byproduct 
coke have created heavy unemployment. 


D. Underemployment in low-income rural areas 

In rural or predominantly rural areas the rate of unemployment is inadequate 
as an index of economic conditions. Depressed conditions in agriculture do not 
usually result in high unemployment rates. Farm residents holding nonfarm 
jobs are not usually counted as unemployed if they lose such jobs, as they gen- 
erally engage in sufficient chores around the farm to be classified as employed. 
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Furthermore, many persons in these areas who would be working or seeking 
work if jobs were available are not actively looking for work because they know 
it is not available and are consequently not counted as unemployed. 

The most significant measure of basic economic conditions in rural areas 
is income. Low incomes refiect underemployment, i.e., employment in jobs which 
occupy only a part of the workers’ available time or permit only partial 
utilization of their capacities. 

The Department of Agriculture has made a study of the counties in the United 
States which are not part of labor market areas as defined by the Bureau 
of Employment Security and which are suffering from low income in the sense 
that the average family income is clearly inadequate to provide a decent level 
of living. The tests for classification of rural counties as low income were 
that the median income for all families and unrelated individuals in 1949 was 
less than $1,400, or the median income in the rural nonfarm population was 
less than $1,500 or the median income in the rural-farm population was less 
than $1,250. 

Fulton County in Pennsylvania, an entirely rural area in 1950, was classified 
as low income under these tests since the median income in 1949 was $1,375 
and the median income in the rural-farm population was $1,100. This county is 
Pennsylvania’s underdeveloped community. 


III, EFFORTS MADE TO REHABILITATE DEPRESSED AREAS 


A. State and local groups 


Eighty community nonprofit corporations in the 12 labor-surplus areas of the 
State are engaged in various developmental activities, including economic sur- 
veys, industry promotion campaigns, fund-raising and plant-building programs. 
Plans for the following have been approved: 112 factory buildings built; $44 
million spent for construction ; 27,000 new jobs added. 

The funds used for constructing new buildings have come from banks (55 
percent) and local subscription (45 percent). In the Scranton area, site of 
the State’s most successful community program, $41'2 million has been raised 
by local subscription. 

The State government provides guidance and assistance to local groups and 
performs the following functions: 

1. Conducts economic and labor market surveys. 

2. Disseminates information regarding industrial assets. 

3. Seeks to steer new industries and contracts into depressed areas. 

4. Seeks to procure Government installations and defense facilities for these 
areas. 

5. Accelerates various programs to assist residents of depressed areas (e..g., 
roadbuilding, hospital construction, stream clearance, slum clearance and public 
housing, port improvement, flood control, water resources, conservation and 
development of timber and mineral resources). 

6. Industrial Development Authority makes loans for industrial plants to 
nonprofit development agencies in areas with not less than 6 percent of the labor 
force unemployed for a period of not less than 3 years or 9 percent for not less 
than 18 months. A revoiving fund of $8 million has been set up for this purpose. 
Since the authority's organization in August 1956, commitments have been made 
for 28 community building projects, with loans amounting to $4,162,279. The 
total cost of these projects will be approximately $10 million. They will pro- 
vide 6,062 new jobs. 

These loans are made on a long-term basis. They may run up to 30 percent 
of construction costs. The community corporation provides at least an ad- 
ditional 20 percent and the remainder usually is derived from first mortgage 
loans from banks or insurance companies. The authority retains the status of 
a second mortgagor. The industrial tenant or purchaser must be a responsible 
firm and provide all the machinery and equipment. 


B. Federal programs 


The Federal Government has contributed to the reduction of unemployment 
in the 11 areas of chronic labor surplus as follows: 

1. Military supply contracts between March 1952 and December 1956 totaled 
$230 million, of which $6.7 million were contracts placed as a result of preference 
for labor-surplus areas. 
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2. Special accelerated tax amortization for new plants in lubur-susplus areas 
has been granted in the amount of $20 milion as of March 6, 1957; these plants 
have provided 1,710,new jobs. 

IV. CONCLUSION 


In spite of the efforts of State and local groups in Pennsylvania's areas of 
chronic labor surplus, high rates of unemployment have persisted. In all but 
one of the areas for which information is available, nonagricultural employ- 
ment was lower in the first half of 1957 than in 1953 (table 8). In the one area 
in which empli,yment increased during this period (Erie), the gain was small 
(700 workers) wnd it was wiped out by the decline in jobs in the second half 
of the year. 

The average number of unemployed in the 11 areas of chronic labor surplus 
in the 2 years ended July 1957 was 71,900. This amounted to 10.7 percent of 
the labor force. In order to reduce unemployment to 3 percent of the labor 
force in these areas, 51,656 additional jobs are needed. 

From the record of State and local activities to date, it is evident that the 
funds available from these sources are insufficient. Various uspecis of the 
problem transcend State boundaries. They are sectional and even national in 
scope. Consequently, they are not susceptible to State and loca! remedies. 

Federal cooperation and support, such as is provided under the Douglas bi", 
are needed to supplement the efforts of the state and local communities. 


TABLE I.—Usual labor supply classification of areas of substantial labor surplus 
in Pennsylvania,’ 1953-57 











1 ' ! ‘ 
| | 
| Wear | ' | 
Labor market area | classified | 1953 | 1954 | 1955 | 1956 1957 
as surplus ? 
| | | | | 
a EDO - — | - | | — -| oe 
Major areas: | j 
eee ee Si See a saree 1951 | D F | F D D-E 
Johnstown...._....--- ont : 1953 lk | F | F 1D D 
Seranton....___- gece RATS PEERS 1951 | F | F | F E-F | E 
W ilkes-Barre-Hazleton.-_._...-..-..--------- 1951 | E F F F E 
Erie - - Sa el a a le ; 1957 | C | C-D D-E C-D C-D 
Smaller areas: | 
Berwick-Bloomsburg. --..._.........--------- | 195 | NC | 8 s Ss s 
EE ee Se ae eee ee 1952 | s | Ss Ss Ss s 
gO RPS erential ai cheen 1955 NC | Ss s S Ss 
Lock Haven : | 154 |NC {s_ /8 s s 
Pottsville (Schuylkill County) ---...---- | 1951 S 1s | 8 Ss Ss 
Sunbury-Shamokin-Mount Carmel 1952 8 8 i) Ss S 
Uniontown-Connellsville | 1951 | 8 | Ss i) 1s s 





1 Major areas are classified as follows: 
C=Unemployment between 3 and 5.9 percent of total labor force. 
D= Unemployment between 6 and 8.9 percent of total labor force. 
E= Unemployment between 9 and 11.9 percent of total labor force. 
‘= Unemployment 12 percent or more. 
Smaller areas are classified “‘S’” if unemployment is 6 percent or more. 
NC= Not classified. 
? Current classification system was instituted in 1951. 


Source: U.S. Department of Labor. 
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TaBLeE I].—Number unemployed and percent of civilian labor force unemployed 
in Pennsylmania, 1953-57, by substantial labor surplus area 





| Average number unemployed | Average percent of civilian 
| labor force unemployed 


Labor market area 








Jan.- Jan.- 
| 1953 | 1954 | 1955 1956 | July | 1953 | 1954 | 1955 | 1956 | July 
| 1957 | 1957 
IEE AS ae ok ens ES SS SES SN Se a Fred es = | a 
Dtate total. .......... 1187, 900 402, 200 |322, 500 251, 000 | 275, 700 4 | 9 | 7 | 5 | 4 
Major areas: | | | | 
Altoona : 3, 150 8, 800 6. 100 4, 850 5, 400 6 16 ll | 9 10 
Johnstown. . ...| 8,000, 17,100 | 13, 500 8, 650 6. 500 | 20 13 9 7 
Scranton. | 10,750 | 14,800 | 14,700 | 11,100 | 11,000 | 10 14 | 14 | ll ll 
Wilkes-Barre- Hazleton. sel, 13, 600 22,200 | 19.450 | 18,000 | 16, 300 9 15; 13 13 12 
Smaller areas: | | | | } 
Berwick-Bloomsburg._- 700 1,600 | 1,750 1,800 | 2,000 | 3 | S | 8 | 9 | 10 
i Clear field-DuBois_. 3,450 | 5,350! 4,700 | 2,750; 3,100 10/ 15 13 8 | 9 
Lewistown... ..__. | () |22,100} 1.700; 1,550} 1,500} (@) | 10 ee 7 
Lock Haven_- ; 3750; 2,100/ 1.500 950 | 1,000 5} 14] 10 6 7 
Pottsville (Schuylkill | 
County) 11,200 | 15.650 | 14,150 | 15,050 | 11, 700 | 14 | 19 | 17 18 15 
Sunbury-Shamokin- | | 
Mount Carmel. 5,900 | 10,250 | 14,150 |; 5,300 | 5,300 | & 16; 1] 8 | 8 
Uniontown-Connellsville | 6,100 | 12,300 | 7,450 | 7,300); 6500, 12) 23) 21) 16} 14 
11 surplus areas com- ¥ | | | 
bined ‘ j ---| 63, 600 {112,250 | 95, 500 | 77, 300 | 70, 400 | 9 | 16 14 | ll | ll 
Remainder of State |*24, 300 |289, 950 |227,000 |173. 700 |208, 300 3 7 6 | 4 5 
1 Not available. 
2 Jan. 15, 1954. 
3 Mar. 15, 1953. 
} Source: Pennsylvania Department of Labor and Industry. 


TABLE III.—Average weekly number of continued unemployment compensation 

claims, and claims volumes as a percentage of unemployment compensation 
covered labor force, in areas of substantial labor surplus in Pennsylvania, 
1953-56 * 





} 
| Continued unemployment compensation claims 





| Asa percentage of unem- 
Labor market area Average weekly number | ployment-compensation- 
covered labor force 




















1953 1954 1955 1956 | 1953 | 1954 | 1955 | 1956 
_— = ss ey pine 8 | : } | oh =u 
State total___ | 98,527 | 220,243 | 150, 230 138. 737 | 3.1! 7.0! 48] 44 
Major areas: 
Altoona... . 1, 257 | 2, 304 | 1,411 | 1,256 | 4.8, 88) 54) 48 
Johnstown. .-- ‘ 3, $11 ¥, 569 4, 767 3, 897 §.8 114.5] 7.2} 5.9 
Scranton. _- | 5, 996 9,282 | 7, 882 6,486 | 8.1/12.5/106! 8.7 
Wilkes-Barre-Hazleton_- 11,.720 16, 577 | 11, 511 10, 607 | 11.6 | 16.4, 11.4; 10.5 
Smaller areas: | 
Berwick-Bloomsburg 616 1, 534 1,115 1,642} 40] 99] 7.2] 10.6 
Clearfield-Du Bois. 1, 409 2, 910 1, 810 1, 264 6.7 | 13.8) 86] 60 
Lewistown. | 631 1, 410 929 | 860 | 4.6) 10.4 6.8 | 6.3 
Lock Haven.. 352 879 704 423| 3.8) 95, 7.6| 46 
Pottsville (Schuylkill C ounty) -- 5, 631 10, 008 6, 067 5,016 | 10.5 | 18.7 | 11.3 9.4 
Sunbury-Shamokin- Mount Car- 
mel... | 3, 360 6, 997 4, 662 | 3, 431 8.2/)17.0) 11.3] 8.3 
Uniontown-Connellsville _- 2, 803 6, 646 3, 812 3,426 | 9.1 | 21.5 / 12.3] 11 
11 surplus areas combined.....| 37, 586 68, 116 - 670 38, 308 } 83/150] 99 8.5 
Remainder of State_. 60, 941 152, 127 105, 560 100, 429 | 2.3) 5.7) 3.9 3.7 
Percent of total in 11 surplus areas... 38 31 | 30 | a See OEE 





1 Based on March 1955 unemployment-compensation-covered labor force. 
Source: Pennsylvania Department of Labor and Industry. 
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TABLE IV.—Unemployment compensation benefits and public assistance payments 
in areas of substantial labor surplus in Pennsylvania, 1958-56 * 





























[Thousands of dollars} 
1953 1954 1955 1956 
ee el cinch ns bee cken +ccakainanidnentebeedinioscs 190,442 | 356,507 | 285, 704 268, 851 
a iid sb ctsbndedenknnaendeaenviguatetese 60,450 | 103,310 80, 924 71, 246 
ES ee cen ee cet aan aaraentoanaatieed 129, 992 4 , 197, 605 
Percent of total in 11 surplus areas--__-..........--.---------.--. 32 29 28 26 
ae my compensation benefits: 

Steal biinlcedbnad sanebestaweednownenmnens 102,350 | 260,776 | 180,302 160, 176 
Has Ciao d bo eieemmndéamwicebdaniog 38, 347 78, 271 51, 831 43, 500 
ERE ‘ 182,505 | 128, 471 116, 676 

Percent of total in 11 surplus areas.._........-....----.--.. 37 30 29 27 
Public assistance payments: 
ee ee aa s pan camibien nidapmbombemapee 88, 092 95,821 | 105,402 108, 675 
NS keine ceainn pocensectaanmoreanebaent 22, 103 25, 039 20, 083 27, 746 
EE SEE ES a ee 65, 989 70, 783 76, 309 ‘ 
Percent of total in 11 surplus areas_...........-..--.----.-- 25 26 28 6 














1 The 11 surplus areas are listed in table I. 


Source: Pennsylvania Department of Labor and Industry and Department of Public Assistance. 


TaBLE V.—Number of claimants who exhausted their unemployment compensation 


benefits in areas of substantial labor surplus in Pennsylvania,' 1953-56 
































Labor market area 1953 1954 1955 1956 
RE G2 RE RY EE ee 70,052 | 202,662 | 159,339 83, 437 
MAJOR AREAS 
ee a an amiinecaieetes jeatcnbeoehnesmwwse donee 931 2, 716 1, 545 714 
Johnstown PES RITE LAIN TR OE 3, 251 10, 205 6, 080 2, 271 
er te a in eds 6 Snel beengtbe a wewbuase son suman 4, 517 7, 585 7,017 3, 728 
Wilkes Barre-Hazieton iene nein bieeitaswn wawitakine wines 5, 14, 395 11, 155 6, 091 
SMALLER AREAS 
oil nme a wen cwnnnntansdacunccousenes 403 1, 354 796 1, 142 
in cagicnd baeateneadbsonanedcnadeve 903 2, 586 1, 996 667 
peng iat a a fa 491 1, 573 1, 069 470 
(9 ~ “Se ees 289 969 986 287 
Pottsville ville (Schily kill County) ------ 2, 942 7, 753 6, 829 2, 384 
amo. kin-Mount armel. : 1,877 5, 757 4, 889 1, 749 
Dent zen-Connelisyil ae ee Seen 2, 894 046 §, 011 , 686 
eT Nn none dcacccceccedennensecens 24, 307 62, 889 47, 373 22, 189 
es od. smabidinnitubeendonciine 45,745 | 139,773 | 111,966 61, 248 
Percent of total in 11 surplus areas_................-.-.-..----- 35 31 30 7 





1 Excludes exhaustions by claimants filing claims against Pennsylvania but residing in other States. 
Source: Pennsylvania Department of Labor and Industry. 
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TaBLeE VI.—Annual average number of recipients of public assistance and their 
percentage of population in areas of substantial labor surplus in Pennsylvania, 

































































1958-56 
Number of recipients of public Percentage of population 
assistance receiving public as- 
sistance 
Labor market area 
1953 1954 1955 1956 1953 | 1954 | 1955 | 1956 
PE SNEED oalivcdbavtesusakase 211,216 | 239,511 | 267,358 | 147,106; 1.9] 22] 2.2 2.2 
MAJOR AREAS 
Siti asdtinsle sidsiiosscnocshend 3, 161 3, 829 4, 818 3,454 | 23] 28) 3.5 2.5 
ows of 8, EE SS ea 8, 219 11, 471 13, 298 10,163 | 2.7} 3.8] 44 3.4 
DRE Ca EN SS, re 9, 462 9, 905 10, 383 9, 520 3.6 3.9 4.1 3.7 
Wilkes eat Bitton erkenwesewteee 10, 345 11, 725 13, 194 12, 268 2.7 3.1 3.5 3.2 
SMALLER AREAS 
Berwick-Bloomsburg---.-........---- 889 927 1, 048 1,058 | 1.8] 190] 21 2.1 
Clearfield-DuBois_-.........-...- P 4, 343 5, 054 5, 531 4, 249 4.3 5.1 5.6 3.9 
NN i i scsi | 1,817 2,315 2, 618 2, 216 3.1 3.9 4.4 3.7 
8S SRE EER Oe 822 1, 036 1, 238 1,031 22); 28] 34 2.8 
Pottsville (Schuylkill County) sa 5, 348 6, 198 7, 133 6,218 | 25] 29] 3.4 2.8 
Sunbury-Shamokin- Mount Carmel... 4, 658 5, 259 5, 812 5, 331 2.56] 2.8] 3.1 2.8 
Uniontown-Connellsville.._..._..--- 8, 044 9, 852 | 12, 596 11, 294 4.2 5.2] 6.7 6.0 
11 surplus areas combined _-_-.-- 57, 108 67, 571 77, 669 jp Se Pa Ree Bd 
Remainder of State.........-......-- 154, 108 171, 940 189, 689 108, 304 |...-.- |------]------|------ 
Percent of total in 11 surplus areas...| 27 | __ 23] ~ 29 | Niles * See Calica RGR: 
Source: Pennsylvania Department of Labor and Industry and Department of Public Assistance. 
TaBLeE VII.—Employment in selected Pennsylvania industries, 1947-56 
Coal | Textile | Railroad | Coal Textile | Railroad 
mining | manufac-| transpor- mining | manufac- | transpor- 
turing tation turing tation 

1947. ------| 185,700 | 150,100 CO oe i ee 124,300 | 119,000 131, 200 
AE wanna cilembe 183, 7! 156, 100 oe Re, or ee 1, 000 103, 900 107, 900 
aa eee 174, 900 139, 100 128, 000 || 1955................ 82, 600 102, 110, 500 
aS 160,200 | 144, 700 SE Ab, Mic witenamiacinanic 76, 700 98, 109, 200 

ESE Sa 157, 100 134, 200 142,900 || Net reduction, 
RE ee ee 137, 600 | 123, 900 133, 000 eran ATS 109, 000 51, 300 43, 600 


























Source: Pennsylvania Department of Labor and Industry. 
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Tas_Le VIII.—Nonagricultural employment in areas of substantial labor surplus, 























1953-57 
Labor market area | 1953 | 1954 | 1955 | 1956 | 1957 
| 
| | r | 
MAJOR AREAS! | 
RS ego twe hen hese merge ad be te 46,600 | 39.500/ 42,200} 43,800 44, 100 
a. eines) po apm fe Peep meme pa: Dep ete eeeete mae | 80,600 | 76,300 | 76,400 80, 700 81, 300 
SE SCR, IRS Sa iS mp | §0,800 | 72, 100 74,600 | 75, 600 79, 400 
a ns aS Rg I RI ak 5 84, 600 | 79, 400 | 79,100 | 80,100 | 80, 000 
Wilkes-Barre-Hazleton __- ‘ Sores) a Fe: 300 | 109,400 | 107, 000 106, 800 
SMALLER AREAS ? | | | 
Berwick-Bloomsburg..................---- | @) | 45,500/ 15,600! 15,500] 15,500 
Clearfield-Du Bois. _-.----------- Loe Sore Bent 30.000 | 25.600 | 26, 100 27, 100 28, 700 
CO ttl elle SE Ni CCS Poo. Se i (3) | 14,000 14, 400 15. 200 
EE OS dei all ee ae nepge E-Book } (3) 10,400 | — 10, 800 11. 700 11, 500 
NE ie Sap TA TE Si le AT cD Ba ie | 61, 700 57,900 | 59, 400 58, 700 58, 500 
Sunbury-Shamokin-Mount Carmel_-.._..--...-.---- | 49,600 | 44,600 45,400 | 46. 500 | 46, 400 
Uniontown-Connellsville__............-.--.-.......- | 36, 900 32, 700 32, 800 31, 709 31, 700 
Total, areas other than Erie.._.......-..------ | © | ©& | 509, 400 | 512,100 | 517, 800 
' | 








1 Annual averages for 6 months in each year (January, March, May, July, September and November), 
excent for 1957; averages in latter year are for January, March, and May. 

3 Annual averages for 2 months in each year, except for Pottsville, Uniontown-Connellsville areas, which 
report 6 times a year; the 1957 figures relate only to March or May, except for the aforementioned areas, 
which report for January, March, and May. 

3 Not available. 


Source’ Pennsylvania Department of Labor and Industry, 
AREA REDEVELOPMENT Fact SHEET No. 2—KENTUCKY 


Twenty-five percent of the population in the State of Kentucky is in distressed 
labor market areas eligible for Federal assistance under the Douglas bill. In 
the absence of a highly diversified industrial base, the decline in coal-mining 
employment has left tens of thousands of workers stranded without alternative 
employment. While natural resources are abundant, people are without jobs 
and have no opportunities to become self-supporting. As a result, outmigration 
continued to other States while prosperity prevailed, but the rate of migration 
was not high enough to relieve the continuing distress. With the rest of the 
country now suffering from widespread unemployment, the migration movement 
is changing its direction and bringing more people back to the distressed Kentucky 
communities which are unable to support the existing population. 

The solution of the problem of persistent unemployment in the depressed areas 
of Kentucky requires a broad attack on all factors which have held up economic 
development. These causes transcend the ability or competence of local and 
State authorities. They involve such fundamental factors as control of the re- 
gion’s waterways to provide navigation, water supplies, and flood prevention; 
urban renewal, slum clearance and relocation; a rise in the levels of health, edu- 
cation, and welfare of the people; a development of industrial plant sites with 
adequate water supplies, transportation, and community facilities; and redevel- 
opment of agricultural and forestry resources. 

The distressed areas need help in diagnosing their problems, organization 
of community leadership, financial assistance in improving local facilities, and, 
finally, aid in building up adequate industrial sites. Assistance to the distressed 
areas of Kentucky will not only lift many labor markets out of the doldrums but 
will also help create new markets for the rest of American industry. 

This fact sheet is limited to the problems of the urban labor market areas’ 
in the State. Approximately 56 percent of the population lives in such areas. 
These areas encompass 36 of the State’s 120 counties. A subsequent issue will 
deal with the rural areas. 

Federal assistance is imperative if the depressed urban areas of Kentucky are 
to share in the rising American standard of living. Essentially these are under- 
developed areas in a nation with the most developed economy in the world. 





1An urban labor market area is defined by the U.S. Bureau of Economic Security as a 
central city or cities and the surrounding territory within a reasonable commuting dis- 
tance. The minimum size criteria for classification as an urban labor market are a labor 
force of at least 15,000, or nonagricultural employment of at least 8,000; areas which are 
primarily trade or service centers are not so classified. 
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Just as we seek to aid underdeveloped areas in other parts of the world, we 
must render assistance to the areas in our own country which are in need of a 
more diversified economic base. 

Development of a progressive industrial economy in these areas will bring 
benefits to the State and Nation as well as to the hard-pressed residents of the 
communities directly affected. The disproportionate burdens presently carried 
by the State and Federal Governments for unemployment compensation, public 
assistance, and social security will be substantially lightened. The retarding 
effects on the business of the Nation of these pockets of depressed living condi- 
tions will be ended by the revitalization of these areas. 

Federal assistance is essential in preparing these communities to develop local 
resources so that they can emerge from the vicious cycle of poverty and lack of 
opportunity. With appropriate guidance and financing, the State and local 
redevelopment groups can be expected to place their areas on a sound economic 
footing and enter the mainstream of America’s industrial progress. 


I. STATE HAS NINE AREAS OF CHRONIC ECONOMIC DISTRESS 


Nine of Kentucky’s industrial labor market areas have been suffering from a 
substantial labor surplus for more than 3 years. They have continuously suf- 
fered unemployment rates of well over 6 percent during this period. They 
would, therefore, qualify for Federal assistance as industrial development areas 
under the Douglas bill (S. 964). The population of these 9 areas totaled 740,000 
in 1955, comprising 25 percent of the State total. 


A. Persistence of distress 


The labor supply classification of six of the nine areas has been one of “sub- 
stantial labor surplus,” according to the U.S. Bureau of Employment Security. 
since 1953 (table I). The remaining distressed areas have been so classified 
since 1954. 


B. Disparity between distressed areas and the rest of the State 


The degree of unemployment in the nine areas suffering from a chronic labor 
surplus has been markedly higher than in the rest of the States. In 2 of the 
past 4 years, the ratio of unemployment to total civilan labor force has been 
twice as great on the nine chronic surplus areas as in the remainder of the 
State (table IT). 

In 1954, the average unemployment rate in the nine areas was 18.7 percent 
compared to 7.7 percent in the rest of the State. Rates in particular areas ran 
as high as 22.9 percent (Morehead-Grayson) and 32.2 percent (Pikeville-Wil- 
liamson, W. Va.). 

In 1955, unemployment averaged 15.4 percent in the nine chronic surplus areas 
while the remainder of the State averaged 7.3 percent. The Pikeville-William- 
son (W. Va.) area continued to suffer the highest rate (22.3 percent). 

In 1956, the contrast in unemployment rates was between 10.2 percent in the 
nine areas and 6.5 percent in the rest of the State with Pikeville-Williamson 
continuing to have the highest rate (13.3 percent). 

The disparity continued in 1957, but statistical information has not yet become 
available for the State as a whole. Three of the nine surplus areas registered 
somewhat lower unemployment rates than in 1956 but these declines were more 
than offset by increases in other areas, bringing the average up to 10.7 percent. 
Only one area (Owensboro) had an unemployment rate of less than 8 percent 
(averaging 7.4 percent). Five of the areas had rates in excess of 10 percent, 
with Pikeville-Owensboro having a high of 12.3 percent. 

Aside from Owensboro, only one area had a lower rate than 8 percent in any 
of the past 4 years: Frankfort averaged 7.6 percent in 1954. Four areas had 
unemployment rates in excess of 10 percent in each of the past 4 years: Corbin, 
Middlesboro-Harlan, Paintsville-Prestonsburg, and Pikeville- Williamson. 


C. Disproportionate share of unemployment compensation and public assistance 
paid in surplus labor area 

While the labor force of the nine surplus labor areas comprises about one 
fifth of the State total, the residents of these areas account for much larger pro- 
portions of the State’s unemployment compensation and public assistance pay- 
ments: 

The average weekly number of insured unemployment in the nine areas ac- 
counted for between 27 and 40 percent of the State total in the 1954-57 period 
(table TIT). 
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Unemployment compensation benefits paid in the nine areas amounted to 21.8 
to 27 percent of the total in this period (table IV). 

Public assistance payments in the nine areas comprised 33 percent of the 
total (table IV). 

Total payments under unemployment compensation and public assistance pro- 
grams in nine areas accounted for 281% to 30% percent of the total (table IV). 

Recipients of public assistance in the nine areas comprised 35 to 38 percent of 
the total (table V). The proportion of the population receiving public assist- 
ance ran as high as 7.8 percent in the Hazard area, compared to an average of 
4.5 percent for the State as a whole in fiscal year 1957. 

Claimants who exhausted their unemployment compensation benefits in the 
nine areas accounted for 24 to 37 percent of the total (table VI). 


D. Effects of depressed living standards 


The depressed living standards prevailing in the areas of chronic labor sur- 
plus have taken a serious toll on the population. Inadequate nutrition and ill 
health have resulted from the poverty and insecurity which the people have 
experienced. The persistence of depressed conditions in these areas has often 
tended to sap the vitality of communities, causing a deterioration in public facil- 
ities and retarding efforts to rehabilitate local industries. 

1. Health facilities —As noted in the final report of the eastern Kentucky flood 
rehabilitation study by the State's department of economic development in 1957, 
“Kentucky is characterized by inadequate medical services which are partly re- 
flected in a high incidence of tuberculosis, trachoma, and illnesses related to nu- 
tritional deficiencies.” The State’s substandard health services reflect the 
grossly inadequate facilities in the underdeveloped areas. 

In eastern Kentucky, whose 32 counties encompass 6 of the State’s 9 ehronic 
labor surplus areas, the availability of hospitals, physicians, and health centers 
have been found to be below the standards set by the State’s public health foun- 
dation in two-thirds of the counties. Fourteen of these counties had no hos- 
pital beds at all. Although the eastern Kentucky region has 24 percent of the 
State’s population, it has only 416 physicians, 16.6 percent of all doctors in 
Kentucky. The need for physicians in 10 of the region's counties was listed as 
critical in the spring of 1957 by the Rural Kentucky Medical Scholarship Fund, 

2. Educational facilities —The chronic labor surplus areas suffer from inade- 
quate school facilities, shortage of competent teachers and the large number of 
students who leave school before graduation. The above-mentioned report by 
the department of economic development found that “school facilities in many 
parts of the eastern Kentucky region are well below acceptable minimum 
standards. The eastern mountain region still contains a number of one-room 
school houses with outdoor toilet facilities.” In three eastern Kentucky coun- 
ties which are part of chronic labor surplus areas (Pike, Knox, and Perry) 
the proportion of the schools with outside toilets was 86 percent in 1956. The 
same percentage of the schools in these counties had no central heat and 98 
percent had inadequate playground facilities. 

The average salary for Kentucky schoolteachers was $2,800 in the 1956-57 
year, compared to the national average of $4,220. Among the other factors mak- 
ing it difficult to recruit able teachers, are the large number of students and 
classes per teacher. 

In 1956 local governments in three typical eastern Kentucky counties could 
furnish only 11 to 34 percent of the estimated amounts required for school 
capital expenditures. 

Facilties for vocational education in eastern Kentucky are particularly inad- 
equate. The bureau of vocational education reports that enrollment in the four 
vocational schools serving this region was 2,300 in April 1957, only one-fourth 
of the potential student body. 

3. Housing.—The substandard character of much of the housing in the de- 
pressed areas of the State is indicated by the following excerpt from the afore- 
mentioned report of the department of economic development on eastern Ken- 
tucky : 

“Housing in counties in eastern Kentucky ranges from at least 40 percent snb- 
standard in Boyd County to a high of 98 percent substandard in Knott County. 
In the larger cities of the region the percentage of substandard housing runs 
from nearly 20 percent in Ashland and Pikeville to over 35 percent in Hazard 
and Harlan; 45 percent of all housing in Barbourville and over half of all dwell- 
ing units in Middlesboro are substandard.” 
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4. Transportation—A highway needs study conducted for the State by the 
Automotive Safety Foundation in 1955 found that the roads of eastern Ken- 
tucky were badly in need of repair. The financial distress of the counties 
has resulted in the State assuming responsibility for two-thirds of Kentucky’s 
rural mileage. The highway needs study recommended that the State take over 
the remainder, leaving the counties with financial responscibility for feeder 
systems only. 

While rail service is provided through eastern Kentucky’s major river valleys, 
six of the counties in the region have no rail service and two are served only by 
spur lines. 

The Big Sandy and Kentucky Rivers offer possibilities for canalization to 
provide cheap barge-rail transportation to the region. According to an eastern 
Kentucky survey report by the U.S. Department of Commerce in 1954, “the 
locks and dams placed in (these) rivers many years ago are obsolete and inade- 
quate for modern-day barge operations.” 

5. Ploods.—The eastern Kentucky region is prone to frequent floods. The 
latest one (in January 1957) took 12 lives and caused $50 million in damage. 
Nearly 10,000 families received emergency assistance. A comprehensive flood 
damage prevention program is needed, as well as other measures to provide a 
solid basis for economic development. An integrated river control program 
could contribute to the improvement of the region’s economy by insuring flood- 
free plant sites and providing reservoirs of water needed for industrial uses. 


E. Outmigration of the population 


The persistent lack of employment opportunities in the chronic labor surplus 
areas has forced many residents to move to other areas. Between April 1, 1950, 
and June 30, 1955, there was a substantial net outmigration from each of the 
nine labor surplus areas in Kentucky (table VII). The net outmigration for the 
nine areas combined was 163,514, with individual areas suffering a net loss of as 
many as 30,000 people in Middlesboro-Harlan, Hazard, and Paintsville-Prestons- 
burg. In seven of the nine areas, net migration exceeded the natural increase 
in population from the excess of births over deaths. Consequently declines in 
population occurred in these areas, with four areas recording reductions of 10 
percent or more (Middlesboro-Harlan, Corbin, Pikeville, and Paintsville-Pres- 
tonsburg). The population of the nine areas combined was reduced by 9 per- 
cent. 

While outmigration may have solved some of the problems of the people who 
moved, it cannot contribute to a solution of the basic problem of the depressed 
areas of the State. In fact, if the younger and more vigorous people continue 
to leave these areas, the difficulty of rejuvenating them will be compounded. 


II. BASIC CAUSES OF CHRONIC UNEMPLOYMENT 


The principal reason for Kentucky’s serious unemployment problem is the 
absence of a diversified industrial base capable of providing expanding oppor- 
tunities for employment to offset the effect of the decline in coal mining employ- 
ment. The number of manufacturing jobs in Kentucky is only about half as 
great, in relation to population, as for the United States as a whole. In 1955, 
the 170,000 manufacturing employees in the State accounted for 5.7 percent of 
the population, compared to the average ratio of manufacturing employment of 
10 percent for the Nation. In the eastern Kentucky region, which encompasses 
six of the nine chronic labor surplus areas in the State, manufacturing employ- 
ment is only about 1 percent of the population. 

The lack of industrial development in Kentucky is also evident from the fact 
that nonagricultural employment in other industries than manufacturing is con- 
siderable lower, proportionately, than in the rest of the country. In 1955, only 
15 percent of Kentucky’s population was employed in nonagricultural industries 
other than manufacturing while more than 20 percent of the U.S. population 
was so employed. 


A. Contraction of coal mining industry 


Kentucky is the third largest producer of bituminous coal in the Nation. Em- 
ployment in the State’s coal mines has been cut in half during the past decade 
(table VIII). The marked decline in coal mining employment since the war was 
caused by a reduction in demand for coal as oil and natural gas consumption 
expanded, and by improvements in technology which reduced manpower require- 
ments drastically. 
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The concentration of coal mining in two parts of the State (the Cumberland 
Plateau area in eastern Kentucky and the western coalfield area) and the lack 
of other industries in these areas have caused the residents of these com- 
munities to feel the full brunt of the decline in coal mining. Five of the six 
chronic labor surplus areas in eastern Kentucky are coal mining areas and 
one of the two western distressed areas is a coal district. 


B. Impact on individual industrial areas 


1. Eastern Kentucky.—Corbin: Suffers from lack of industrialization and 
diversified employment opportunities. Agriculture accounts for about 45 per- 
cent of the jobs. Mining and quarrying is the largest source of nonagricultural 
employment. absorbing 25 percent of the total, principally in coal mining. 

Hazard: Economy dominated by coal mining, in which employment has fallen 
from 11.200 at the end of 1950 to 6.500 in Sentember 1957. There are fewer 
than 1.000 factory jobs in the area and some 5,000 agricultural jobs. 

Middlesboro-Harlan: Economy dominated by coal mining, in which employ- 
ment has declined from 16,000 at the end of 1950 to 7,100 in September 1957. 
No other industry employs as much as 3,000, with manufacturing providing 
less than 2,000. 

Morehead-Grayson: Almost 40 percent of the employed workers are engaged 
in subsistence farming. Manufacturing accounts for one-fourth of nonagri- 
cultural employment, with two-thirds of the factory workers in clay refractories 
which has been declining in employment. Railroad yards and government 
provide jobs for fovr-fifths of the nonmanufacturing work force. 

Paintsville-Prestonsburg: Coal mining is the predominant industry, account- 
for close to half of the nonagricultural jobs. There are fewer than 500 manu- 
facturing jobs. Agriculture absorbs more than one-third of the area’s work 
force. 

Pikeville (Ky.)-Williamson (W. Va.): Area is dominated by coal mining, in 
which employment has dropped from 11,300 to 6.090 since 1953. One-third of 
work force is envaved in pgriculture. Less than 500 hold manufacturing jobs. 

2. Western Kentuchku.—Madisonville: Coal mining and agriculture are prin- 
cipal pursuits, with 5,800 working in mines and quarries in September 1957. 
Less than 10 percent of nonagricultural workers are einnloyed in manufacturing. 

Owenshoro: A large part of the labor force commutes to Evansville, Ind., to 
work hecause of inadequate local employment opportunities. An exceptionally 
high proportion of the factory work force is employed in electrical machinery 
plants. which have heen contracting since 1953. 

38. Central Kentucky.—Frankfort : Government is the largest single source of 
emp'ovment, mainly the State. About one-quarter of the labor force follows 
egricu'tural pursuits: 60 percent of the manufacturing total is concentrated 
in foods. primarily distilleries, which have been declining in recent years. 
Construction work has also decreased. 


0. Denendence of counties on one or two manufacturing employers makes them 
economically vulnerable 


Many Kentucky communities are vulnerable to economic reverses hecause 
of their dependence upon the destiny of one or two manufacturing employers. 
If a change occurred in technology, consumer demand, or locational advantages 
of the products of these companies, the economies of these areas would be 
endangered. 

In 94 of the State’s 120 counties, the two largest companies accounted for 
50 percent or more of the manufactyging shipments in 1954. Of the 101 counties 
with less than 1,000 manufacturing emplovees, 62 were ones in which the largest 
two manufacturing companies shipped 50 percent or more of the total value 
of shipments. The 1954 distribution of the State’s counties according to the 
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percentage of the value of shipments accounted by the two largest manufacturing 
companies is as follows: 





Number of manufacturing employees 
Percent of county’s value of shipments accounted for by 











2 largest companies 
Less than} 1,000- | 10,0000r| Total 
1,000 999 more 
rr cn er ie... copecumsedspansdneeebareausvabenelanes 19 6 1 26 
SE Ft POONRG on cnenddubocassnedpderciedbisedacocdihteasevans 43 8 0 51 
PGES OP WNOID 0.3.4 deo) conbalebwderens dqukvcanacghaguansnene 39 4 0 43 
| nS ae See eS ae eee ee ea 101 18 1 120 

















Ill. EFFORTS MADE TO REHABILITATE DEPRESSED AREAS 


A. State and local groups 


Twenty-five community nonprofit groups in the nine labor-surplus areas of 
the State are engaged in various developmental activities, including economic 
surveys, industry promotion campaigns, fund-raising and plant-building 
programs. 

The State government provides guidance and technical assistance to local 
groups. The Department of Economic Development assembles information 
relating to resources and facilities, publishes maps and makes surveys pertaining 
to the physical and economic development of the State. There is no State 
program for furnishing financial assistance to local development agencies. 

From 1954 through 1957, 27 new manufacturing plants have been set up in 
the 9 surplus-labor areas. They employ approximately 2,350 workers. 


B. Federal programs 


The Federal Government has contributed to the reduction of unemployment 
in the nine labor surplus areas as follows: 

1. Military supply contracts between March 1952 and June 30, 1957, totaled 
$16,148,000, of which $2,390,000 resulted from preference given to labor surplus 
areas (table IX). The bulk of the preference contracts were placed in fiscal 
1955, when they totaled $2,247,000. Such contracts amounted to $122,000 in the 
past 2 fiscal years. 

2. A special accelerated amortization certificate was issued for a coal-cleaning 
plant in Corbin in March 1954 under the Federal program of favoring surplus- 
labor areas in the award of necessity certificates for defense facilities. This 
project cost $6,448,000. However, under an amendment signed into law in 
August 1957, certificates are now limited to facilities to produce new or specialized 
defense items or to provide research, development, or experimental services. 


IV. CONCLUSION 


In spite of the efforts of State and local groups, the underdeveloped areas of 
the State have continued to suffer from high rates of unemployment. The 
number of nonfarm jobs in the 9 labor surplus areas increased by less than 10,000 
between 1954 and 1957 (table X). 

The average number of unemployed in the 9 areas in 1957 was 22,800. This 
amounted to 10.7 percent of the labor force. In order to reduce unemployment 
to 3 percent of the labor force in these areas, 16,400 additional jobs are needed. 

From the record of State and local activities to date, it is evident that the 
resources available in these groups are insufficient. Basically, the problem is 
one which transcends State boundaries. It is therefore not susceptible to State 
and local remedies. 
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Federal cooperation and support, such as is provided under the Douglas bill, T 
are needed to supplement the efforts of the State and the local communities. 
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TaBLeE I.—Usual labor supply classification of areas of substantial labor surplus in 
Kentucky,! 1953-57 





! i - ' 
| | | 


| Year clas- | | 
1953 1954 | 1955 



























































| ! 
| | 
Labor market area | sified as | | 1956 | 1957 
| surplus? | | 
| |. jn — 
| 
ieee Saree oe <2 cnipateiecsal | 1983 | No-s 8 8 1s s 
TRA REA S SS | 1954 | NC | NC-S ~ 18 is 
Le Satire Eat ieaie Rei seced ape MRR | 198 |NC-8 |8 8 18 1s = 
a, ES RE Eee aes 1953 | NC-S 8 8 1s is 
SEN SS SE Ee 19533 |NC-S |S a is ~ 
See Sete 1954 | NC |NC-S |8 Is 8 Cc 
ES ES ee ae | 1954 | NC | NC-S 8 | 3 S Fi 
Paintsville-Prestonsburg---_-.............-.---.- 1953 NC-8 |8 8 S i § H 
Pikeville-Williamson (W. Va.)-......--..-----} 1953 i}NC-S |S 8 | 8 1s M 
by M 
M 
1 The areas are classified as follows: oO 
S=Unemployment of 6 percent or more of labor force. P: 
NC=Not classified. Pi 
NC-S=Classified as labor surplus area for part of year. 
? Current classification system was instituted in 1951. 
Source: U.S. Department of Labor. Pe 
= 
TaBLE II.—Number unemployed and percent of civilian labor force unemployed in. | | 
Kentucky, 1954-57, by substantial labor surplus area } 
Average percent of civil- | T 
Average number unemployed ian labor force unem- | 
Labor market area ployed 
' { 7 
| 
1954 1955 1956 1957 1954 | 198 1955 | 1956 | 1957 ae 
| — era 
\— | 
| 
NESE eee ears 103, 900 82, 800 72, 800 (‘) 10.1; @1 7.3) (& on 
RR RI Tae ae eae 4, 080 2, 811 3, 163 3, 288 | 15.9 | 11.3 | 12. 2 12.2 Te 
DI ss ntcddcdoieowssbilddbsies 1, 390 1, 664 1, 663 1, 688 7.6) 8.9 8.7 8.7 
il EE a eR 4, 782 4,149 2, 038 2,013 | 20.6 | 19.0 9.8 9.6 
0 OS eee 4,027 | 3, 197 2, 433 2,463 | 15.2 | 12.6 9.6 9.6 
Middlesboro-Harlan .............-.- 4, 620 4,120 3, 133 3,388 | 15.9 | 146} 111 12.0 ° 
Morehead-Grayson -................- 4, 746 3, 809 1, 750 2,688 | 22.9) 18.9) 9.4 13.9 
J Se ere eee 3, 853 2, 352 2, 217 2,063 | 12.4 9.6 8.0 7.4 
Paintsville-Prestonsburg............- 5, 164 3, 924 2, 383 2,438 | 20.6 | 15.9 | 10.2 10. 5 " 
Pikeville, Ky.-Williamson, W. Va..| 9, 5, 609 3, 050 2,738 | 32.2) 2231133] 123 | U1 
surplus areas combined. -...-. 41, 960 31, 635 21, 830 22, 767 | 18.7 | 15.4 | 10.2 10.7 
nenolele, i etticnasctenncesnd 61, 940 51, 435 50, 970 (2) Ae 7.3) 65) () | 
' 
1 Not available. 
Source: U.S. Department of Labor and Kentucky Department of Economic Security. Pr 
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{ TABLE I1].—Average weekly number of continued unemployment compensation 
claims, and claims volumes as a percentage of unemployment-compensation-covered 
labor force, in areas of substantial labor surplus in Kentucky, 1954-57 





Continued unemployment compensation claims 












































Labor market area As & percentage of un- 

Average weekly number employment-compensa- 

tion-covered labor force 

1954 1955 1956 1957 1954 | 1955 | 1956 | 1957 
| ee 43, 369 30, 410 29,887 | 132,799] (3) (2) (2) (2) 

ED tend ied ngcpenteraneuciene 1, 290 807 989 973 | 19.8 | 14.5 | 14.4 13.9 
Preanksort.........-. if 537 642 601 592 | 7.4] 84] 7.7 7.7 ' 

Hazard-_- Te ee See 2, 248 1, 236 825 923 | 18.9 | 11.6 8.1 8.7 

' Madisonville. OE Seeh 1, 732 1, 126 886 956 | 14.0] 96] 7.5 7.6 

Middlesboro-Harlan__ Romdaces 2, 303 1, 600 1, 513 1, 664 | 12.6 9.2 8.5 9.2 

Morehead-Grayson..-_-._- SMe A ee 1, 034 766 413 697 | 23.1) 17.7] 9.5] 146 

Owensboro. es 1, 799 1, 136 1, 158 1,011 | 10.3 6.8 6.5 5.4 

Paintsville- Prestonsburg._ Se 2, 104 1, 213 871 904 | 21.4/)12.9| 9.7 10. 2 

Pikeville-Williamson (W. Va) Laie 4,443 2, 000 1, 299 1, 231 | 28.0 | 15.5 | 10.6 9.7 

) cures areas combined. ---- 17, 490 10, 526 8, 555 8,951 | 17.3) 11.8] 9.2 9.7 

Percent of State total... __- Ae 40.3 34. 6 28. 6 | Sf 3 ee - Site, cert 

' ‘ 











1 Average for Ist 11 months. 
2 Not available. 


Source: U.S, Department of Labor. 


TABLE 1V.—Unemployment compensation benefits and public assistance payments 
in areas of substantial labor surplus in Kentucky, 1955-57 } 


(Thousands of dollars] 















































| 
, | 1955 | 1956 | 1957 
St: ree poe pees 
2 Total: ? } 
7 EE NOs 55:0 Mit scntaldnkswcdbernconasdentasevdemil | 66, 595 63, 539 75, 343 
5 | ——$_—_ —______ — -—— ‘| 
5 ND OUND Oe. ook debited awastssccavesansasesernese “20, 325 18, 123 | 21, 898 
" RET ey ne ne 46, 270 45, 416 53, 445 
9 SS ——| ——_—_— =>} —SSSSSoEo SS 
4 Percent of total in 9 surplus @reas.............-..--.------ 30.5 | 28.5 | 29. 1 
5. ————ooooo————_ = 
3 | Unemployment compensation benefits: | 
= RE RE OE ae ae eee 27, 847 | 24, 316 | 31, 030 
a 9 surplus areas #_......-------- sub ee | 7, 519 | 5, 302 | 7,415 
SNUNOMRO OS MUNN... <= +<0 ao scasecoceccessseses 20, 328 19, 014 | 23, 615 
Percent of total in 9 surplus areas. .............-...-----.. 27.0 | 21.8 | 23.9 
Public assistance pay ments: 2 | ed | | | 
A ee ee eee a See en _%, 748 39, 223 44, 313 
a ee ee ae | 12, 806 | 12, 821 | 14, 483 
} Remainder of State. .........-.-...--. cree eee smthied 25, 42, | 26, 402 | 29, 830 








Percent of total in 9 surplus areas. ...............--.----.- 1 33.0 | 32. 7 | 32.7 





\ 1 The 9 surplus areas are listed in table I. 
2 Public assistance payments are on a fiscal year basis. 
4 Excluding Mingo County, W. Va. (which is part of Pikeville-Williamson (W. Va.) area). 


Source : Kentucky Department of Economic Security. 
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TaBLe V.—Annual average number of recipients of public assistance and their 
pore ge of population in areas of substantial labor surplus in Kentucky, fiscal 
1953-57 





























Number of recipients of public | Percentage of population receiv- 
assistance (thousands) ing public assistance ! 
Labor market area OF TENS a Ree aciale 
1953 | 1954 | 1955 | 1956 | 1957 | 1953 | 1954 | 1955 | 1956 | 1957 
EEE | PEE SOR TSE: meee (eee eee 
NEN Eo octceshancasnks av 129.2 123.0 124.7 125.9 /131.4 | 4.4] 4.2 | 4.2) 43 4.5 
a Hal edad See A ~80| 66] 7.8| 7.6] 81] 7.2] 59| 70| 68| 7.3 
ee Sb AEN EN 1.3 1.3 1.2 1.2 1.3 2.8 2.8 2.6 2.5 2.7 
EE ee eee eG lhe cli in as 8.7 7.8 8.3 8.3 8.3 8.2 7.4 7.8 7.8 7.8 
I 4.6 3.9 4.0 3.9 4.1 5.3 4.4 4.6 4.4 4.7 
Middlesboro-Harlan_............__-.-- 7.8 a 8.1 7.8 8.0 5.7 5.3 6.0 5.8 5.9 
Morehead-Grayson_.._. A ae 45) 3.8) 40] 41] 40] 66] 56] 59] 60 5.9 
SE ae Se eee 1.8 1.8 1.8 1.6 Lew 3.2 3.2 3.1 2.8 2.9 
Paintsville-Prestonburg.-___......-..--- 90} 80] 83) 86] 9.4 7.3] 65] 68] 7.0 7.6 
Pikeville-Williamson (W. Va.).......-.| 3.6] 2.8] 3.0] 3.0] 3.3] 44] 3.5] 3.8] 3.7 4.0 
9 surplus areas combined_........| 49.3 | 43.2 | 46.5 | 46.1 | 48.2 |-.....]..-__-]--_---]-..2-- 
Remainder of State....--__- Seo eee Vee Eee FRE ee ee eeeen ne pera . 
Percent of total in 9 surplus areas__----- 38.2 | 35.1 | 37.3 | 36.6 | 36.7 hotles. etaeple: vik at pln 
































1 Based on 1950 population. 
Source: Kentucky Department of Economic Security. 


Tas_e VI.—Number of claimants who exhausted their unemployment compensation 
benefits in areas of substantial labor surplus in Kentucky, 1954-57 























Labor market area! 1954 1955 1956 1957 

EEE Te ee as aE eo _& 284 __ 2, 462 21, 767 23, 353 
SS ES) SS - + CO ee ee 869 592 ‘ 489 { ~ | . ae 
ES ESTES SRS Re TP Ce seee ALee ee 470 519 580 543 
RE aS 1S ee ee ae antes Samana wee 2, 138 1, 376 551 654 
eG eg aitubind ee, 1, 321 868 704 824 
SS ESE LT RII 1, £88 1, 268 866 1, 261 
nn ne eke cP eee 511 366 177 219 
OS Se eee See 3) rs ae Sorc eens 1,613 1,349 1, 020 1, 091 
Paintsville- Prestonsburg- EG. 1, 244 817 418 430 
DS ek eee sacca~se- adios ntedbbnawasae 2, 675 1,318 413 364 

EEE ee ae ee 12, 429 | 8, 073 | 5, 218 5, 974 
UREN or oc cbdbabarewnchinShancsesn 20,855 | 19, 389 Py 16, 549 | 17, 379 





Percent of total in 9 surplus areas__.........--..--..-.------- 37.3 | 29.4 | 24.0 | 25.6 





1 Areas classified according to local unemployment compensation office; not strictly comparable to Bureau 
of Employment Security labor market areas. 


Source: Kentucky Department of Economic Security. 
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TaBLeE VII.—Estimated population and net migration from April 1, 195u to June 30, 
1955 in substantial labor surplus areas in Kentucky 









































Population 
Net change 
| through 
Area Change migration, 
April 1, June 30, | 1950-55 
1950 1955 | | 
| Number /|Percent 
SS. aS = 
INS scout shits thse nice tiaabis WG Widese tc albickio a tbeeaed 111, 262 97, 607 —13, 655 —12 —24, 573 
OS Mien RR Ro eC a are 46, 129 45, 637 —492 —1 —3, 522 
ne it pe al il 2 iN 106, 052 85,921 | —20,131 | -19 —33, 887 
Er Res ee at 86, 871 85, 359 —1, 512 -1 —6, 999 
BGR ONO MOTIOD so. once nnccccunndemacusnin 134, 890 121, 942 —12, 948 —10 —29, 841 
OE OND nia, cstnne cingnhubiktins hameel 67, 239 71, 026 3, 787 6 —3, 180 
ONE tit Gin. ca dite Stiewa odiadne an hgenacée oc 57, 241 60, 916 3, 675 6 —2, 216 
Paintsville-Prestonburg....................... 123, 182 101, 976 —21, 206 -17 —36, 969 
Pikeville-Williamson (W. Va.) !.......------.- 81, 154 69, 388 —11, 766 —15 — 22, 327 
9 surplus areas combined _............-.- 814, 020 739, 772 | —74, 248 | -9 — 163, 514 
| 





1 Excluding Williamson (W. Va.) area. 
Source: University of Kentucky. 


TaBLp VIII.—Annual average coal mining employment in Kentucky, 1948-57 
Average annual 





employment, 

coal mining 
ig EEE ES TES ALTO ae es STAGE) EFL SS ERT CRT eee ae wD YUP TEE ee a 62, 600 
RAE Sn OE DOR SPLINES Ee Oe ES ee eee oe ee Se eT ee 52, 700 
I ects di ca as calcd caeisga ha ptcsid ee lea stihl Waclan ts bh aiken aebahiivacedenndstbacle aie cba ahiacned 53, UU 
2 ERS PT RRE ERE PRN FF Lee Ra PeS | POS Me Cs OEE SLES OY SRLS EE SEER >) 87 OSSEA ET 51, 400 
NG as te ae ee ee nh Sts aS od tS & Oe ea etic pede leah Glacragh ned dtica ba idl eae 45, 800 
ge ETS SLES CER SDE ELS SIEM ae ORO MEY (ELAR ED SRR ETS PR LeE RE RMR A pee PET PEL Es ee. 40, 200 
NEE eRe Ge ee a1 A DAs Ten ere eewy OF} of PE RE Ee ee tn? 32, 200 
a sn i ld ds ch cei di a a pinning dace 31, 600 
ee (tees siveeslaa tite tian ahaa ean tg annie aedatate 82,700 
SRR ARE SEIS FE PREY EELS EE Ae APS ERE pS SEE Es! SERS Ie eo A 31, 600 
Ee NORUMCSIOD; TOON HO bio side dw ean ced bckeebechenewnsdnne 31, 000 


Source: Kentucky Department of Economic Security. 


TaBLeE I[X.—WNet value of military supply procurement actions of $25,000 or more! 
in areas of substantial labor surplus in Kentucky by fiscal year, 1954-67 


(Thousands of dollars] 














All actions * Actions placed as a result of 
preference 2 
Labor market area 
Total 1954 1955 1956 1957 | Total | 1954 | 1955 | 1956 | 1957 

Garbin ........ ere 1, 337 10 557 377 393 374 0 374 0 0 
i 5 shnasaudncaie 0 0 0 0 0 0 0 0 0 0 
Ey eee oe 697 0 649 0 48 395 0 395 0 0 
Madisonville............-. 3, 438 547 939 900 | 1,052 250 11 180 59 0 
Middlesboro-Harlan_ _-..- 539 33 377 16 113 338 10 328 0 0 
Morehead-Grayson .__..-- 4,000 |...>...- 576 251 178 af See 0 0 0 
Ee ee 5, 427 396 | 3,334 432 1, 265 63 0 0 0 63 
Paints ille-Prestonsburg. 364 101 108 28 127 108 0 108 0 0 

Pike ille-Williamson 
eh ee ee 3, 341 0; 1,183 | 1,064] 1,004 862 0 862 0 0 
Me ankivdunnaden 16,148 | 1,087 | 7,723 | 3,068 | 4,270] 2,390 21 | 2,247 59 63 



































1 Data are on a net basis, representing the value of new awards and contract increases minus the value of 
contract terminations and decreases reported by the military departments. 
2 Net value of all procurement actions for the period of time each area was a designated labor surplus area. 


Source: Department of Defense. 
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TaBLeE X.—Nonagricultural employment in areas of substantial labor surplus 
in Kentucky, 1953-57 } 






































| | 
Labor market area 1953 1954 1955 1956 1957 

State total.......___. aena 618, 800 587, 200 607, 600 627, 20u 627, 000 
ee ; ale | 8,900| 7,600} 8100} 8,800; 9,800 
a a Se aditn ie (?) 10, 200 10, 400. 10, 800 11, 100 
Hazard __- AE = —_ . 12, 600 11, 100 10, 400 11, 500 11, 800 
Madisonville. _ On ee 14, 200 13, 600 13, 600 14, 200 14, 500 
Middlesboro-Harlan._.._____- ae te 19, 700 18, 700 18, 500 19, 800 19, 300 
Morehead-Grayson_____- ae Ss. ; ne (2) 8, 400 8, 500 9, 300 9, 100 
ee a. ; . oa, (?) 17, 500 18, 000 19, 100 19, 800 
Paintsville-Prestonsburg - G2 Fle SB Bt 10, 000 9, 500 10, 300 10, 600 10, 700 
Pikeville-Williamson (W. way. ee re : (2) } 14,900 14, 600 15, 300 15, 100 

Pamnagenens comniened et Bd) AE PEE eh Se (?) 111, 500 112, 400 119, 400 121, 200 
Rest of State_.___- Sh TEE Sie Bel Ses EE TY SS ASE (*) 475, 7 495, 200 507, 800 505, 800 





' Annual averages for labor market areas are based on available rep rts, covering 3 to 6 months each year. 
2 Not available. 


Source: U.S. Department of Labor. 


AREA REDEVELOPMENT Fact SHEET No. 3—KENTUCKY: VERY SMALL LABOR 
MARKET AND RURAL AREAS 


The people in 60 Kentucky counties, located in very small labor market and 
rural areas,’ are living at substantially or seriously low levels of living as 
classified by the U.S. Department of Agriculture and may be eligible for Federal 
assistance to improve their econmic situation under the Douglas area redevelop- 
ment bill. Twenty-seven percent of the State’s population is to be found in these 
counties. Adding the 27 counties in the distressed urban labor markets, we get 
a total of 87 counties, out of a total of 120 in the State, with 52 percent of the 
State’s population desperately needing assistance and eligible for aid under the 
bill to life the standards of living and develop fully productive employments for 
these people. (See Area Redevelopment Fact Sheet No. 2 for details on urban 
labor market areas.) 

The people in the 60 counties of very small labor market and rural areas have 
not enjoyed the benefits of national economic expansion. Their incomes have 
been low ; they have only the most meager opportunities to supplement their low 
incomes. They have been farming primarily crops such as tobacco and corn: 
these require large acreage and substantial capital, neither of which they have 
had in adequate supply. As a result they had suffered from inordinately low 
standards of income. Many people in these counties, as in the urban distressed 
areas, have migrated to other States. But in recent months with the recession 
settling in other parts of the country, many migrants have returned to intensify 
the distress within the area. 

A prosperous United States depends not only on the correction of the conditions 
creating distress and unemployment in urban aréas but also on improvement in 
the economies of our underdeveloped, marginal, very small labor market areas 
and rural counties with which this fact sheet is concerned. 

Local and State agencies in Kentucky have not been able to find a solution to 
the problems of underdevelopment. They have not the resources and the experi- 
ences with which to undertake the huge task which they confront. They must 
have the help of the Federal Government. 

Some voluntary efforts of modest proportions have been initiated under a 
Department of Agriculture program of rural redevelopment. But they can only 
engage in very modest projects because they have very limited funds for essen- 
tially large jobs of area employment expansion. Assistance to the individual 
family farmer may relieve the extreme distress but the vital need is to under- 
take extensive stimulation of the economy of these regions. Funds and manpower 
for such efforts must be supplied to a larger extent by the Federal Government. 

Federal agencies must provide help to develop the blueprint for economic 





2 Very small labor market areas are those which do not fulfill the requirements for 
classification by the Bureau of Employment Security as a “smaller labor market,” i.e., 
having a labor force of at least 15,000 and nonagricultural employment of at least 8,000. 
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recovery, rehabilitation, and redevelopment. Organized community effort can 
then flourish under the stimulation of the technical aid provided by a corps of 
experts reporting on the needs of the area. Grants and loans must be provided 
local areas to develop the public facilities necessary for economic advances. 
Finally, financial aid is essential for the construction of adequate industrial 
sites and buildings. Such economic expansion will be a boon to the entire Nation. 
Through such efforts the underemployed will make their rightful contribution 
to American prosperity and create new markets for American industry. 


I. LOW LEVELS OF LIVING IN VERY SMALL LABOR MARKET AREAS 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Kentucky. In areas where more than one-half 
of the population are in urban communities, substantial proportions of the work 
force are employees. In them, unemployment provides a direct test of distress. 
When people are unemployed they are receiving no income. When employed, 
they are earning income. It may be insufficient, but we now have Federal and 
State fair labor standards which are setting floors on such income. 

But the economic distress of the self-employed and farmers cannot be tested 
by unemployment. The most accurate determinant of their distress is the degree 
of underemployment and the adequacy of family income. The standard of living 
in these communities provide us such a gage of the adequacy of their economic 
development. The U.S. Department of Agriculture has classified the counties 
of the United States on the basis of standard of living. 

The farm operator family level of living index of the U.S. Department of 
Agriculture provides us with a yardstick for measuring the standards of living 
in the 82 Kentucky counties which are outside of urban labor market areas and 
have more than half of their populations in rural areas. 

The farm operator family level of living index reflects the average level of 
eurrent consumption or utilization of goods and services. It is not identical 
with an income or expenditure level, which is more appropriate for urban areas. 
The measure is an index for an entire county which can be compared with those 
of other counties in the United States. The farm operator family level of living 
index includes (1) percentage of farms with electricity; (2) percentage of 
farms with telephones; (3) percentage of farms with automobiles; and (4) 
average value of products sold or traded in the year preceding the index (ad- 
justed for changes in purchasing power of the farmer's dollar). 

In classifying the counties, we followed the U.S. Department of Agriculture 
low-income classifications which placed farms in the low-income category on 
the basis of three criteria: (1) Farms which average less than $1,000 residual 
farm income to operator and had farm operator family level of living index below 
the regional average and 25 percent or more of commercial farms classified as 
“low production”; (2) average farm operator level of living index was in the 
lowest fifth for the Nation; (3) 50 percent or more of the commercial farms were 
classified as “low production.” Areas meeting all three categories were classified 
as serious low-income counties ; those meeting any two of the criteria were classi- 
fied as substantial low-income counties; those meeting one of the criteria were 
classified as moderate low-income counties. In 1954 the average county index 
for “serious” was 90; for “substantial,” 111; and for “moderate,” 126. In this 
survey we have included all counties which have an index of less than 126 as 
being low-income counties probably qualified for assistance under the Douglas 
area redevelopment bill. 


A, “Substantial” and “serious” low levels of living 


In 60 out of the 82 counties in the very small labor market areas and rural 
counties the people are living on substantial or serious low levels of living. 
These counties had 27 percent of the ¢otal population of the State and 70 percent 
of the population outside of the large and small labor market areas. 

1. Levels of living:—The average farm operator family level of living index 
for the United States was 140 in 1954, 122 in 1950, and 100 in 1945. In 1954, the 
average for all counties in Kentucky was 105, which hardly exceeded the national 
average for 1950. Among the 60 counties with the serious and substantial low 
level of living, the unweighted average was 97. The lowest level was in Lee 
County which had an index of 44. The number with indexes under 75 was 11: 
ashe thy 75 to 90, 15; 90 to 100, 1; 100 to 111, 14; and from 111 to 126, 19 

e , 
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2. Per capita income.—The low levels of actual cash income in these areas is 
further amplified by the data on average per capita income. While the U.S. per 
eapita income in 1955 was $1,850, the average for the State of Kentucky was 
$1,238. The unweighted average for the 60 counties was $748, or 60 percent 
below the national average and 40 percent below the State average. Not even 
1 of the 60 counties had a per capita income equal to the State average. The 
lowest per capita average appeared for Owsley County with $424. The distri- 
bution was as follows: counties with per capita income of less than $500, 5; 
$500 to $600, 7; $600 to $700, 18; $700 to $800, 6; $800 to $900, 11; $900 to $1,000, 
5; and $1,000 to $1,100, 8. 

8. Inadequacy of nonagricultural employment.—One measure of the under- 
development in these areas is the small number of nonagricultural jobs. While 
the 60 counties had 27 percent of the State’s total population, they had only 12 
percent of the nonagricultural employment. In the State as a whole there were 
14 nonagricultural jobs for each 100 persons in the population in 1955. The 
unweighted average for these 60 counties was § jobs. There were 5 counties 
where there was only 1 nonagricultural job per 100 people in the population. 
The distribution of the remaining counties by number of nonagricultural jobs 
per 100 persons in the population was as follows: 2 or 3 jobs, 16; 4 or 5, 17; 6 or 7, 
12; 8 or 9, 2; 10 or 11, 3; 12 or 13, 3; over 13, 2. The county with the highest 
number was Taylor, with 17 nonagricultural jobs per 100 persons in the 
population. 

4. Underemployment in Kentucky.—Underemployment is widespread in rural 
Kentucky. A study of 1952 by the U.S. Department of Agriculture indicates 
that only 66 percent of the rural farm males, 14 years of age and over, were 
employed in 1951 for 180 or more full-time days of work. The ratio for the 
United States as a whole in 1949 was 79 percent. In this study of some of the 
isolated areas of eastern Kentucky, the respondents indicated that they were 
unwilling to move out of the area for employment. Though many had already 
migrated, only 14 percent of the family heads would be willing to move to another 
location to take a year-round nonfarm job. Age and other factors made the 
remaining population less mobile. This response may in reality be lower if 
actual jobs were offered. They appeared unprepared for the move or its possi- 
bility since only one-fourth of them had heard of any farm or nonfarm jobs 
being available during the nearly 2-year period after the outbreak of hostilities 
in Korea and the marked expansion in employment in defense industries. (See 
study by Robert E. Galloway and Howard E. Beers, Utilization of Rural Man- 
power in Kentucky, Kentucky Agricultural Experiment Station and Bureau of 
Agricultural Economics, January 1953.) 

5. Percentage of farms with value of products sold or traded under $2,500.— 
The unweighted average percentage of farms which earned less than $2,500 on 
products sold or traded in these 60 serious and substantial low levels of living 
counties was 65 percent. This compared with 57 percent for the State as a 
whole and 36.8 percent for the United States. The county with the highest 
percentage of farms below $2,500 was Lee County with 94.3 percent. Following 
it was Owsley County with 92.6 percent. The remaining counties were dis- 
tributed as follows by proportion of farms where value of production sold or 
traded was less than $2,500: between 80 and 90 percent, 9; between 70 and 
80 percent, 12; between 60 and 70 percent, 11; between 50 and 60 percent, 14; 
between 40 and 50 percent, 11, and under 40 percent, 1 (table II). 

6. Percentage of farms with electricity.—In the United States 93 percent of the 
farms had electricity. Kentucky as a whole was nearly up to that level with 
89.7 percent, thanks to the TVA. The unweighted county average of these 60 
counties was 86 percent. There were 10 counties with 70 to 80 percent of their 
farms having electricity, 26 with 80 to 90 percent, and 24 counties with 90 
percent or over. 

7. Percentage of farms with telephones.—The low proportion of farms with 
telephones is indicative of the low standards of living. While the U.S. average 
is 48.8 percent, the average for Kentucky is 25.9 percent and the unweighted 
average for these 60 counties was 21.5 percent. The highest percentage of 
farms with telephones was in Todd County with 34.6 percent. The distribution 
of the remaining counties was as follows: counties with more than 30 percent 
of farms with telephones, 13; with 20 to 30 percent, 14; with 10 to 20 percent, 
15; with less than 10 percent, 17. 

8. Percentage of farms with automobiles—Automobile ownership adds con- 
siderably to the standard of living, as it opens new horizons not otherwise within 
reach. Of course, if income is inadequate to maintain and operate the auto- 
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mobile, it is of little use but the proportion of automobile ownership is a general 
indication of living standards. Department of Agriculture declares that “farm 
families with automobiles are more likely to be able to take advantage of various 
services located away from the farm, such as health facilities, libraries, and 
recreation, than those who do not own automobiles.” The proportion of farms 
with automobiles in the United States was 88.9 percent whereas in the State of 
Kentucky the ratio was 54.4 percent, and the unweighted average among these 
60 counties was 52.6 percent. The counties were distributed as follows as to 
the percentage with automobiles: In 22 counties 60 percent or more of the farms 
had automobiles; 17 counties had 50 to 60 percent; 8 counties had 40 to 50 
percent; 7 counties with 30 to 40 percent; and 6 counties had less than 30 
percent. Lee County had the lowest percentage with 11.5. 

9. Percentage of outmigration.—The population of the United States increased 
by 9 percent between 1950 and 1955. In Kentucky there was only a slight 
increase in population of 1.9 percent during this period. Only 18 counties among 
the 60 recorded a rise in population. The remaining 42 lost population due to 
outmigration. The percentage decline in population among these was as fol- 
lows: 7 counties showed a less than 5 percent drop; 6 counties, a 5 to 10 per- 
cent drop; 22 counties, a 10- to 20-percent drop; and 7 counties, more than 20 
percent. The county with the highest drop in population was Morgan County, 
with 28.8 percent. 

II. LOW-INCOME CLASSIFICATION 


The Douglas bill provides that aid is to be given to 300 rural counties with 
the largest number and percent of low-income farm families and where there ex- 
ists substantial and persistent unemployment. 

In order to select the counties and economic areas which should secure imme- 
diate attention, one approach suggested is to list the counties in the United States 
with the lowest levels of living, obtain a second list of those with the highest 
percentages of farms earning less than $2,500 on products sold or traded and 
to focus on those counties which appear on both lists. A list of 500 counties in 
the first category and another list of 500 in the second category was developed 
and from these was derived a list of 315 counties which met both of these condi- 
tions. In the above list for the United States, 22 counties of the 60 under con- 
sideration are to be found. The disproportionately high ratio of such counties 
meeting this test of priority provides a measure of the great need in this State. 


Ill. BASIC CAUSES OF SUBSTANDARD LIVING STANDARDS 


Depressed living conditions in the very small labor market and rural areas 
are the result of insufficient land and capital, the improper choice of farm product 
and the absence of adequate off-farm employment opportunities. To promote 
the economy of such an area it is necessary to redesign it in order to assure a 
base for further development. The above conditions themselves handicap the 
area in dealing with its own problems, because the population is without the 
wealth and experience and resources on which to build a sound economy. 


A. Insufficient land and capital 


Forty-five percent of Kentucky’s farm income comes from tobacco and corn. 
Both require large amounts of land and capital. The average Kentucky farm 
comprises about 80 acres and is not large enough to yield satisfactory income. 

The farm families are large so that farms are subdivided into small areas. 
Moreover, the insufficiency of land makes for great underemployment. 

Because of the quality of Kentucky’s farmland, large investments are needed 
for fertilizer. Such investments require capital. 


B. Lack of off-the-farm employment 


We have already indicated that there is an inadequacy of nonagricultural 
employment in these 60 counties. 
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IV. EFFORTS AT AIDING SUBSTANDARD AREAS 


A. Federal rural development program 


The rural development program is a long-range cooperative effort built around 
local efforts and Federal technical aid for substandard counties. The program 
was initiated in June 1955. The primary responsibility for coordinating the 
effort rests with the Department of Agriculture. 

At present only three Kentucky areas are being assisted. They are Butler, 
Elliot, and Metcalfe. The program emphasizes the need of improving the eco- 
nomic base of low-income rural counties by increasing productivity of low-income 
farmers in commercial agriculture, increasing the productivity and prospects of 
nonfarm jobs by encouraging new industry in these rural areas, and raising the 
social and economic standards within the area. 

This Federal program enjoys limited funds and depends primarily on voluntary 
effort. It cannot provide the extensive technical assistance required by the thor- 
ough economic study of rural areas leading to redevelopment. It can provide 
no funds for the construction of new local public facilities or for the construction 
of industria] plants if such may be required in order to stimulate industrial 
development. 


B. State and local programs 


We have already indicated the limited nature of State and local efforts in Ken- 
tucky and the difficulty of expecting sufficient expansion in the light of the lim- 
ited resources of this State. 

Vv. CONCLUSION 


The population of the very small labor markets and rural areas in Kentucky 
is not sharing in the benefits of our economy. Their economic development has 
hardly begun. Beset by the discouragements, the shackles of poverty, and low 
living standards, the people cannot be expected to rise through their own efforts. 
The present programs are inadequate. 

Average per capita income in Kentucky is not rising at the same rate as in the 
remainder of the country and is held back by the absence of a sound base for 
economic expansion and by its low income. Both urban and rural areas are 
handicapped by these conditions. The Federal Government can provide the as- 
sistance which will stimulate this area to attain the prevailing American levels 
of economic well-being. 
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TasLe I.—Population, nonagricultural employment, and per capita income in 60 
low-income rural counties, Kentucky, 1955 
id 
m Population Nonagricul- 
he _._| tural em- Per 
County or area ployment capita 
Percent per 100 per- | income 
rT, Number change sons ! 
‘O- from 1950 
ne —— isi am 
of Re UR NN 5 aoc inn ccaventiny scone ctu 3, 001, 000 1.9 14 $1, 238 
he SI. 12 Snobasenicbestssuats<cshbonnwnchutpvavwan 14, 652 | —16.8 4 671 
0 RS ee eee eee ee 13, 066 —5.2 6 621 
ry DS LO Gilhatghadadeveataisncbereniondtocsosdey 29, 817 4.8 10 874 
r i nbhi-dithepsunégiivnhousesancinteinannn suet .| 9, 485 —8.9 2 741 
ES ELEN ee See } 14, 459 —6.9 4 747 
le 404 -16.8 2 441 
yn 11, 349 19.7 8 1, 001 
al 13, 881 5.2 ll 941 
16, 545 —-17.9 12 1, 037 
6,105 | —1.6 1 821 
8, 641 | 1.5 11 1, 033 
14, 660 | —16.0 12 565 
n. 7, 990 | —24.7 4 615 
8, 877 | —17.9 5 626 
n- 8,193 | —12.0 4 677 
7, 689 | —18.0 3 559 
11, 576 —21.1 5 850 
10, 431 —12.8 5 1, 051 
, 969 —5.9 3 
‘Y 11, 029 8.1 7 833 
is 16, 358 —4.1 4 646 
W 9, 092 —19.3 3 965 
5, 097 —15.2 3 690 
Ss. 59, 873 19.0 5 896 
13, 086 | —14.6 + 893, 
11, 000 —16.0 3 524 
1e 11, 193 12.4 3 669 
or 15, 219 5.6 4 515 
re 7, 749 —11.3 6 611 
12, 909 —4.5 2 587 
S- 18, 958 | 1.6 2 623 
ls 7,129 | —-.8 2 627 
23, 440 | 4.9 7 726 
7, 450 | 8.7 2 647 
13, 567 —18.6 5 506 
11, 837 | 18. 1 5 484 
3, 804 8.4 8 1, 030 
9, 422 | 20.1 8 866 
14, 836 —13.8 8 923 
3, 641 | —24.1 1 611 
6, 744 —31.5 2 855 
11, 457 | —16.8 4 613 
9, 592 | —28.8 6 781 
sees Se a 19, 985 | 2.4 12 1, 078 
Ee a a “udoe 6, 874 —8.7 6 wd 
ae bs. ongaheant : a SB aio 17, 558 | —15.7 6 668 
elie Sa Re URE: FA0 AINE Y 9, 755 | =10.2 | 3 942 
0 Ee See ee eee ssmangewenl 6, 321 —13.7 1 424 
ARE Sie: 4 6, 637 | —2.6 | 3 463 
Pulaski. a EE YS ESE BPD 33, 711 | —12.3 7 724 
SS nl 20 ERE * SEN IIS 2, 881 | —5.0 1 897 
BORIEID. . .cpvacnsvasesi ;, . 11, 420 | —18.0 2 630 
See eee pinegeves | 10, 749 | —21.6 5 611 
Simpson. - - - pie a 12, 998 11.3 7 804 
Taylor. hndpasthies ‘ : ‘ 14, 313 —.6 17 1, 035 
Todd.... . 12, 295 —4.6 6 684 
Trigg. ---- | 8, 047 —16.9 5 727 
1 a ee sat 42, 758 3.6 15 1, 091 
Si caunakanssebahtuceensde stares ambessessnse 5, 848 —23.2 1 516 
EE ee en ares se ne ; 14, 824 —10.0 5 497 
1 Industries covered by Kentucky unemployment insurance law. 
Sources: ‘‘ Population and Income,” University of Kentucky. ‘‘Employment,” Kentucky Department 
of Economic Security. 
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TasLe II.—Level of living, value of products sold, and low-production farms in 60 
low-income rural counties, Kentucky, 1954 









































Average | Commercial farms 
Percentage of farms— value of under $2,500 
Level of products products sold 
living sold or |___ 

County or area index ! traded 

(19451=00) | With With With | per farm 
electric- tele- auto- | (thou- | Number | Percent 

ity phones | mobiles | sands of 

dollars) 
SS > ae een 140 93.0 48.8 88.9 5.2 |1, 225, 775 36.8 
State of Kentucky --.---------- 105 89.7 25.9 54.4 2.2 70, 010 57.0 

Kentucky counties: 

83 77.7 8.4 52.0 1.6 1, 496 73.3 
104 91.9 31.0 54.0 1.6 1,070 72.2 
109 94.4 19. 5 63.0 2.5 1, 680 52.1 
99 89.2 20. 5 51.7 3.1 436 40.9 
89 86.5 17.7 48.3 2.5 1, 037 60.0 
120 92.3 34.9 63.1 2.4 255 45.9 
82 75.3 11.0 43.8 1.3 675 74.8 
108 86.3 50.3 49.0 2.1 505 65.5 
119 93.5 28.9 69.9 1.7 1, 000 65.4 
106 93.9 33.5 56. 6 2.1 320 64.0 
119 89.7 37.5 54.9 2.5 430 61.3 
84 82.5 5.4 50. 6 1.6 1, 425 69.3 
64 71.9 1.4 32.9 1.2 910 87.3 
104 88. 4 26.7 53.8 1.4 410 66.3 
Cumberland. -.........-- 74 82.4 3.9 38.0 1.8 772 73.7 
EE LETT aA 82 82.6 5.9 48.6 1.2 610 78.0 
>, 2 7 75.9 12.9 28.5 0.9 575 83.1 
ee hinsettnie nenheasea es 114 89.5 28.7 66.0 3.0 675 40.3 
SRE, Mciin corasusqgeseos® 119 98.0 60. 4 69.5 2.8 180 42.4 
OE SE 120 93.5 29.0 70.6 3.0 600 40.5 
Grayson 86 82.1 20.8 38.7 1, 165 75.8 
Green 89 86.5 4.4 56.8 2.5 950 56.7 
Hancock 115 87.8 30.9 64.2 2.6 445 63.0 
Hardin_. 112 90. 4 31.7 62.9 2.1 970 59.4 
Hart. ... 104 92. 4 11.9 63.9 2.3 1, 205 55.5 
Jackson 74 78. 2 12.1 29.6 1.0 980 81.6 
Larue 115 93.4 29.2 66. 1 2.5 565 55.8 
OS ES 74 88.6 1.9 34.5 0.8 476 82.1 
NEE ae ES 44 70.5 1.4 11.5 0.4 265 94.3 
Se ET FP 86 82.4 90 51.7 2.1 639 57.0 
RRS ea 101 91.6 21.1 56.9 2.5 816 529 
102 90. 1 20. 2 59.4 1.7 236 65.3 
117 91.0 29.9 67.0 3.4 1, 125 55.9 
107 89.3 11.6 68. 1 1.9 250 57.2 
7 71.5 9.3 42.6 0.3 56 77.5 
123 93. 6 24.3 77.6 3.2 407 47.8 
123 91.5 31.2 66.9 2.9 990 44.0 
113 95. 2 27.7 58.9 2.4 430 54.7 
113 89. 7 19.0 76.8 3.0 611 47.8 
2 83 87.8 11.5 43.6 1.3 405 79.4 
88 88. 6 13.8 45.8 1.9 1,050 67.4 
88 90.4 4.3 51.1 1.6 1, 241 76.1 
75 88.7 6.1 28.8 1.2 1, 267 81.8 
121 95.1 49.9 59.7 3.2 496 45.1 
3118 93. 1 34.0 72.6 2.8 450 87.1 
101 87.2 30.8 50.1 1.4 955 69.8 
124 92. 1 25.8 80.0 3.0 555 37.5 
#4 76.4 9.0 25.8 1.0 630 92.6 
3 83 89.6 13.2 38.3 3 25) 76.9 
83 88.3 4.6 45.7 1.3 2, 235 83.9 
118 93. 2 16.7 75.1 2.4 235 43.5 
70 79.3 1.7 36.8 1.3 761 78.1 
85 85.2 2.3 52.7 1.5 996 75.1 
121 93. 1 39.3 65.3 3.7 615 50.0 
163 88. 2 12.7 66. 1 2.6 785 54.5 
122 85.7 34.6 7.1 3.9 640 48.4 
109 93.9 18. 2 59.0 2.6 615 59.3 
109 91.4 26. 1 61.3 2.6 1, 450 61.1 
70 73.8 5.7 35.6 1.6 1, 002 80.6 
67 86.8 14.6 25.4 1.1 550 89.3 











! Indexes of farm-operator family level of living (U.S 
2? Combined index covers Menifee and Powell Counties. 
3 Combined index covers Nicholas and Robertson (not shown in this table) Counties. 


Sources: Level of living index, U.S. Department of Agriculture; other, U.S. Bureau of the Census. 


. average for 1945=100). 
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TaBLeE III.—Classification of 60 low-income rural counties in Kentucky among 
lists of U.S. counties with lowest level of living, highest percentage of low-production 


farms, and both, 1954 





County 


Classification } 





500 U.S. 


Counties— 


With lowest 
leve) of living 


With highest 
percent of farms 
| having gross 


315 U.S. coun- 


| ties falling into 


both low living 
level and low 
farm sales lists 





index sales of less 
| than $2,500 
Adair. x. |x. #- 
Allen --- a ae 
a a | sae 
Bath. ee ae se 
Brenckenridge : bec 
Bubiit Gigi Py: | a ee 
EE reel dig dhe tek agewssn amas aesqdeedes sae ot » & 
Caldwell....- eo : 
Calloway. 
Re ETE aE ee Cee: | ee nee Oe ee ee Cee ci wehade 
8 EIS ere ey TR Es Re. ae Ea a 
Casey. -- Zz. po : 4 
RIONNS 5 ~~ desea See ee | ee ee X. MaKe. X. 
Crittenden 5 RFT DES... SS Ba 
Cumberland.-- : ; # i . & 
Edmonson... X. a. i 
RGR yo 6s =o peits daca scesidddecctacnth~Gubedeines xX. ee » A 
eS ee ee : ae ochaxepenateer JetnaweRbacetaee 
Nh 6 Sih Pads na died dircibione ibaa > buena etd e Macinies ibiie 
Garrard__..- POR. RR Nee ap Sale Re TS aad he A ek ipisncagets 
RAB 8 find catahp cwnweceneds evewtsnnnacasduupipecse xX. — * X. 
CT ERie ncceieatibes ti beaenwestenkedatmncaiad Wi i RS, ES eae 
et Re RT RE a ee ee eek AES SF on “ wi i eas 
kth Wecwdinieehsadcpnshccwnnebhstbepdandpe sdyeoulesneP aii ewes to 
NE Aiecas sik nis beatae ask os Ran hea aien hte Aiaay date Radical ile bea sen esi aebiaks tas mdal ia 
po tacp atin cab souk twases swbbadetaadcadatdtwtehiataeewa Ee Ca ees Pe 
aUidl paws sith dean cebe he ehaketanak osadekeatues qpbeaading ay a in eeweeees a 
i bivesthiagn. aimemeies — ope en ee: ee ve ae. puee en 
niin dv dvgncn nese ataagiansvivaanss a eS EES See RIS RL 
i ainins dine an oodh wants Gey ysesawied va ie Jeti udcetathk aw aiebnk dient eee ta ama 














x. 





1X indicates that county is included in specified lists. Lists were prepared under direction of Sar A. 
Levitan, Legislative Reference Service of the Library of Congress, to provide information on “low-income 
rural areas which would be eligible for assistance under a comprehensive Federal-assistance program aimed 


to alleviate underemployment.”’ 
of chairman of House Committee on Banking and Currency 


Source: U.S. Department of Agricniture. 


, 1957, p. 31.) 


(“ Federal Assistance to Labor Surplus Areas,’’ report prepared at request 
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AREA REDEVELOPMENT FAcT SHEET NO. 4—MEASURES OF DISTRESS: UNEMPLOYMENT 
AND UNDEREMPLOY MENT 


The area redevelopment bill (S. 964) introduced in the 85th Congress by 
Senator Paul H. Douglas seeks to “provide assistance to communities, indus- 
tries, enterprises. und individuals in areas needing redevelopment to enable 
them to expand and adjust their productive capacity.” Areas requiring assist- 
ance are communities in which either of two sets of conditions exist. The first 
group are those that have suffered an economic setback from the closing of mills 
or mines, or the «:ntraction of industry. They have lost some locational ad- 
vantages to other areas so that industries have moved out or are not moving in. 
The other group are communities, rural or urban-rural in character, which do 
not provide adequate employment or income opportunities for their residents. 

The proposed legislation for area development is designed to help both types 
of areas, urban areas which have suffered the loss of industry or economic base, 
and rural or rural-urban areas which never have enjoyed adequate economic 
opportunities. Unlike previous Federal legislation which has sought either 
to develop specific types of resources or activities such as water resources, 
electricity, rivers, airports; or has attacked specific economic problems such as 
housing, water pollution, urban slum areas or floods, the present legislation is 
aimed primarily at helping specific areas in their total redevelopment. It does 
not prescribe a specific program or plan of economic rehabilitation or growth, 
but allows for the design of a program adapted to the peculiar needs of an area. 

This program proceeds from the premise that developmental aids shall be 
given primarily to the chronically distressed communities, i.e., those in which 
there has been a persistent decline in economic activity or those which have 
not enjoyed adequate economic development to assure employment or adequate 
standard of living for their inhabitants. 

With new economically productive areas becoming scarcer and scarcer, the 
preservation of existing land resources must be considered. We can no longer 
speak casually of people moving on to other areas at a time when even the 
newer ones are becoming fewer in number. Moreover, the great amount of 
social and public capital needed to organize modern living and provide people 
adequate facilities precludes our scrapping built-up communities with the vast 
amount of social capital already invested in them. It is, therefore, wiser for 
us to consider methods of rehabilitating and redeveloping these communities. 

Since this redevelopment program is designed to aid the more permanently 
distressed and underdeveloped communities, some factors must be identified 
which would allow for careful selection. In designating these measures the 
administrators must retain sufficient freedom to provide assistance to areas 
which are obviously distressed but which do not necessarily fall into the pre- 
scribed categories. The type of community which should be eligible is one 
which is chronically distressed and which cannot anticipate that normal eco- 
nomic forces will assure adequate expansion of employment, activity, or 
economic returns to the producers. The proposed legislation is not directed 
to provide help to areas afflicted by seasonal, temporary, or cyclical reverses. 
At times these communities may benefit from the use of such measures to 
improve their economic base. But the purpose of this legislation is to aid 
primarily in the redevelopment of areas which have suffered long-term eco- 
nomic reverses and which must depend upon the considerable rehabilitation 
and redevelopment of the physical and human resources within the area to 
establish a base for self-generating growth. 

The legislation is designed to help the community redevelop at least to the 
point of eliminating substantial unemployment and correcting excessive under- 
development. Beyond that point it becomes the responsibility of the community 
and the Nation to carry through their program of economic development. 


UNEMPLOYMENT AS A MEASURE OF DISTRESS IN URBAN AREAS 


The communities which are classified as distressed or excessively under- 
developed areas must be scaled to establish a priority for assistance. The com- 
mon approach in industrial societies where persons are employed primarily by 
others is to measure the degree of unemployment. In urban societies, this 
approach is adequate. Economic decline can be gaged by this test. The bill, 
therefore, uses the ratio of unemployment to labor force as a determinant of 
the degree of distress in industrial areas. It provides that “industrial ureas’’ 
must be classified as an industrial redevelopment area if it meets any one of 
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the following three tests: (A) Not less than 12 percent of the total labor force 
in the area has been unemployed for a period of 12 months immediately pre- 
ceding the date on which an application for assistance is made; (B) not less 
than 8 percent of the labor force in the area has been unemployed for a period 
of 15 months out of the last 18 months prior to such date; or (C) not less than 
6 percent of the labor force was unemployed during at least 8 months in each 
of the 2 years immediately preceding such a date.” 

The Bureau of Employment Security now classifies areas as having ‘“sub- 
stantial labor surplus” when the ratio of unemployment to the labor force in 
a labor market is 6 percent or more. It is, therefore, appropriate on the basis 
of this experience to use this measure as a test of distress, particularly when 
this, or a higher, level of unemployment persists for an extended period of time 
and when the cause for the persistent labor surplus is not seasonal or a tem- 
porary factor. 

The existence of such labor surpluses is now regularly reported for 149 major 
labor markets in the United States. These labor market areas consist of a cen- 
tral city or cities and the surrounding territory within a reasonable commuting 
distance. Each has been found to be an economically and socially integrated, 
primarily urban, geographical unit within which workers may readily change 
their jobs without changing their places of residence. The major labor market 
has at least one central city with a population of 50,000 or more according 
to the 1950 census. These 149 labor market areas account for 33 million non- 
agricultural wage and salary workers, or 70 percent of the total (table I). 

The second category developed by the Bureau of Employment Security con- 
sists of smaller labor markets, which have a labor force of at least 15,000 and a 
nonagricultural employment of at least 8,000, and which are not primarily trade 
or service centers. The exact number of these areas has not been established, 
since the Bureau of Employment Security has listed smaller labor markets 
only when they have had a substantial labor labor surplus. To provide a more 
complete measure of these areas, we have assembled the data for several rep- 
resentative States from the State employment security agencies. 

We have found the number of smaller labor markets to be as follows in the 
several States (table IT) : 

Number of amalier 


State: labor marketa 
pS a ee ee ee pe ee LS ee et ee 
Pv a ee ih. biptihwide 40003 hs. levet gives -obh Sth cee 7 
ROR 6 thie nciaisti~— iki nd Sada dendhb«mblin oelhdath 6a. i683 
ae ee ce ap SR oud salt. ae (asd. daca cates 4 
MIND 8s. eels ooh De tol a Sw deaeneukuue. lesoeeseeeee act ee 


The definition used by the Bureau of Employment Security to delineate 
“smaller labor markets” is arbitrary, having been developed for administrative 
purposes. There are, in addition, “very small areas,” which are urbanized areas 
that do not meet the size requirements for classification as “smaller areas.” 
There are no regular reports for these areas but individual State employment 
services have developed reports on labor market conditions when a request is 
made locally by an employer who seeks certification under the Federal program 
for procurement preference to distressed areas. Information on these “very 
small labor markets” has been obtained only for two States (table III). 

An additional measure of the degree of severity of unemployment in isolated 
areas not included in labor markets covered by regular BES reports is a survey 
of counties with a labor force of less than 15,000 and not included in labor 
markets on which regular reports are made and in which the average family 
income level is not necessarily low. These areas are truly distressed and would 
be eligible for the assistance contemplated by this legislation. The Depart- 
ment of Agriculture has classified them on the basis of the 1950 census. The 
list consists of 31 counties in which 9 percent or more of the labor force was 
unemployed in 1950. They had a high proportion of rural nonfarm residents 
and were located in the western and northernmost parts of the Nation. Some 
were boom counties in the 1940's. Others had been declining in population, and 
the high degree of unemployment reflected longer term conditions (table IV). 





80 AREA REDEVELOPMENT ACT 


LOW INCOME AS A MEASURE OF DISTRESS IN RURAL AND RURAL-URBAN AREAS 


Outside of the urban areas, whether they be major, smaller, or very small 
labor markets, there are the large rural and rural-urban areas. Here unemploy- 
ment is not an appropriate measure of distress. The people are either self- 
employed on farms, employed in trading or service centers or work on farms. 
Unemployment does not usually provide an adequate measure of economic dis- 
tress, since these people generally are able to continue working but they are af- 
fected by having to work less regularly and earn lower incomes. Nonfarm resi- 
dents in these communities are likely to do some work around farms when. they 
lose their regular jobs. While they are technically employed, their incomes will 
have dropped considerably. Many persons, particularly women, who ordinarily 
might look for jobs if they were located in an urban area, would not be seeking 
employment in these areas, since there are no jobs available. These persons are 
not counted in the labor force since they are not looking for jobs. As a result, 
unemployment is not a good test of distress in these areas. 

The significant measure of distress in rural areas is underemployment, which 
has been defined as “employment in jobs which (occupy) only a part of the work- 
ers’ available time or permit only partial utilization of their capacities. The 
latter form of waste of human resources is sometimes called concealed or dis- 
guised unemployment and may be created by any of the conditions which produce 
total unemployment including structural maladjustments, cyclical fluctuations 
or persistent deficiency of the general demand for labor.” (National Bureau of 
Economie Research, “The Measurement and Behavior of Unemployment,” p. 
156.) 

Statistics are not available on underemployment. Since underemployment 
is reflected in low-income levels, family-income data on rural areas are 
the best available measure of the prevalence of this condition. This prin- 
ciple was adopted in the proposed legislation. The Administrator is di- 
rected to designate as rural redevelopment areas those rural areas in which 
he determines that there exists the largest number and percentage of low- 
income farm families, and a condition of substantial and persistent under- 
employment. In making these designations, the Administrator is required 
to consider, among other relevant factors, the number of low-income farm 
families in the various rural areas in the United States, the proportion 
such low-income families are to the total farm families of each area, the 
relationship of the income levels of farm families of each area to the general 
levels of income in the area, the current and prospective employment 
opportunities in each area and the availability of farm manpower in each 
area for supplemental employment. The bill provides that the maximum 
number of counties that may be designated as rural redevelopment areas at 
any time is limited to 300 for the United States and to 15 for any 1 State. 

In order to delineate such low-income areas, the U.S. Department of 
Agriculture prepared an analysis of all counties, excluding those covered 
by the major and smaller labor market areas reported by BES, and those 
having a civilian labor force of less than 15,000 persons in 1950. Most of 
the remaining counties are either entirely or predominantly rural in their 
population, although some of them belong to very small labor markets. The 
Department then determined upon a critical median income level for families 
and unrelated individuals in 1949 for determining whether the county shall 
be classified as “low income.” It set this median income as $1,750 for urban 
population or $1,500 for rural-nonfarm population or $1,250 for rural farm 
population. Moreover, it further stipulated that the median county income 
for families and unrelated individuals in 1949 must be less than $1,600 if 
the county had both urban and rural population or less than $1,400 if the 
county was entirely rural. These minimum income levels “were chosen 
(because) it was felt (they) were so low as to produce a conservative esti- 
mate of the number of low-income counties and preclude objection that the 
income level might be adequate for family living. The sliding scale is 
designed to reflect in rough measure the greater income in kind received 
by farm or rural people than by nonfarm or urban people.” A number of 
counties were excluded because the lowness of their income level could be 
attributed to the presence “within the county of large numbers of: (a) per- 
sons of low money income not fully dependent on such income for their 
living, such as college students and military personuel, or (b) retired persons 
for whom reporting of income in the census is thought to be not over 
50 percent complete.” 
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As a result of the above criteria a list of 762 counties of very low family in- 
comes was developed. Of these, 390 were completely rural in 1950 and 369 had 
some urban population. Only 16 were over 50 percent urban. While they had 
low incomes the unemployment rates in these areas were low, indicating that 
this is not a meaningful measure of the condition of the economy of a rural 
or rural smalltown area. Only 53 of the low-income counties in this list had 
unemployment of 6 percent or more. Four hundred and fifty-one had unemploy- 
ment of less than 8 percent. Only 27 had rates of unemployment of 8 percent or 
higher. These were primarily located in the States of Illinois, Michigan, Mis- 
souri, New Mexico, and Texas and in many cases these counties might be in- 
cluded in very small labor inarkets (table V). 

Another set of criteria for measuring economic distress in rural areas has 
been developed by the U.S. Department of Agriculture in terms of the gross in- 
come of commercial farms and the levels of living of farm operator families. 
The Department classifies as commercial farms those operated as farm businesses 
with the primary purpose of providing the major source of income and employ- 
ment for the farm family. They include all farms with Sales of farm products 
valued at $1,200 or more and farms with sales of $250 to $1,199, provided the farm 
operator did not work off the farm as much as 100 days a year and provided 
sales of farm products exceeded income of the farm family from off-farm sources. 
The county level of living index developed by the Department of Agriculture is 
designed to reflect the average level of current consumption or utilization of 
goods and services of farm operator families. 

Fact sheets are being prepared for rural areas in various States, showing 
the prevalence of underemployment, as reflected in the low levels of living of 
farm operator families and the low value of products sold or traded per farm. 
These areas are further analyzed according to whether or not they include any 
urban places, ie., places of 2,500 inhabitants or more. While comprehensive 
listings of “very small” labor markets are not available, it is evident that many 
such labor markets are included in rural areas. 

The significance of areas which are excluded from the Bureau of Employment 
Security classifications of major and smaller labor markets is illustrated by 
the following figures for several States on the proportion of the State’s counties 
and 1950 population accounted for by such areas: 





















































Percent of State total || Percent of State total 
State and type of county! State and type of county ! 
Number of | 1950 popu- Number of | 1950 popu- 
counties lation counties lation 
Alabama: Tilinois: 
With urban places -.- 47.8 31.4 With urban places ._-. 41.2 15,1 
Without urban places. 25.4 11.3 | Without urban places. 12.7 1.6 
i, See Caen 73.2 42.7 ee TE 53.9 16.7 
Arkansas: ewe b start! ol } Kansas: ae rr 
With urban places-_- 56.0 53.9 | With urban places -_._. 45.7 54.9 
Without urban places - 33.3 14.8 Without urban places. 47.6 17.7 
ee eneee een 89.3 68.7 | Se EAT 93.3 72.6 








—- excluded from major and smaller labor markets as defined by the Bureau of Employment 
urity. 


In certain urbanized States, such as Connecticut and Rhode Island, all of 
the counties are covered by major and smaller areas as defined by the Bureau 
of Emhployment Security. In New Jersey, all but parts of two counties are 
encompassed by official labor market areas. 
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TABLE I.—Nonagricultural wage and salary employment in the major labor 
market areas of the United States, November 1957 


{In thousands] 





























See footnotes at end of table, p. 83. 























Nonagricultural Nonagricultural 
State and area wage and salary State and area wage and salary 
employment in employment in 
major areas major areas 
Spe SS EE. Pee 1$297.0 |} Maine: Portland._-..............- 1 $52.6 
—— Maryland: Baltimore.-__..-......- 1 609. 
Birmingham.................. 202.3 || Massachusetts. ................... 11, 488.5 
SS “ESCA Uae 94.7 
SS SS See 980. 1 
Arizona: Phoenix. ..............-- 1 137.3 eli MAES Ek RRS he 45.8 
Arkansas: Little Rock-North PEE ec wbdcccadecacnde es 44.9 
SS) {ee a eee 175.0 ID ik dhies ceucngatuciate 47.7 
S| CESS ee ee 1 3, 927.4 RS ORES 45.0 
fa Of, ee 53.9 
SAE STs; 19 Se 77.8 Springfield-Holyoke___.....__- 164.5 
Los Angeles-Long Beach ------ 2,179.3 Le eS eae 106.6 
Seeramente. .......-..+---...- 135.8 = 
San Bernardino-Riverside.._.- Se Te oS ceo nactnesscbedueesbes 11, 800.5 
gS Sea 221.4 
San Francisco-Oakland_______. 945.0 Battie Creek ......d.cscanccues 43.6 
ae Stes ey 136.9 I neal selae aeichnmseoaien 1, 282.0 
_ ne eae 58. 1 | Se Eee 130.9 
=e i SD! aes ae 114.7 
Colorado: Denver_...............- 1278.3 i eee 51.3 
OSCE Re RE a ' 665.9 i ES Re Aen 75.0 
SUNN ae Soot oeccenavecen 46.5 
Bridgeport __ 123.9 WO talc d acd etcessceccsann 56.5 
Hartford _____- 217.7 
New Britain a: ea neetns 1 569. 6 
New Haven 128.3 — 
Stamford-N orwalk 86. 4 Duluth-Superior_--_...-......- 57.1 
Waterbury 67.2 Minneapolis-St. Paul. .-...---- 512.5 
Delaware: Wilmington___________- 1129.0 || Mississippi: Jackson__...........- 1 57.4 
District of Columbia: Washington. ~~ AiG. RPE eee Spee 1 1, 098.6 
a hha ctnonaccpastnene ws 1 589.7 
—— I CAE occu dacinahbuacpaans 366. 5 
J gpneeprrite ESET ee De 133. 5 0 RE RS Se RS 782.1 
AE NE ea Se 283.4 SS = 
Tampa-St. Petersburg. ---.._- 172.8 || Nebraska: Omaha. ---.--.......-.- 1150.7 
== New Hampshire: Manchester... -- 141.3 
SN ide Rienwdnebennsamscasache RRR Gs UG PONONT <i. Teck ccweseesecdens 1 1, 466.6 
SS eee 346. 6 pO Le re 43.4 
Augusta-Aiken__...........__. 59.8 4 ES 768. 2 
|” eee 47.7 IN Eo niskncndinnegsnionnn 403.3 
SAE eee 55.9 Ee ee 118.2 
BNR Ra eT 55.2 
=== || New Jersey: Trenton............. 133.7 
ot eee 1122.4 || New Mexico: Albuquerque. --_--.- 1 67.8 
AE - a ear el Ge Bel SOO Bs lacks eccsuenbcosedducs 1 5, 350.8 
36.7 Albany-Schenectady-Troy- - _. 206. 7 
2, 447.2 Binghamton... .....<.-.-sccesue 78.3 
ER Sager Harrys 451.7 
I, ice ee es oe 89.5  *= fae 4, 138.6 
J Fay De ee re 50. 1 NE ios cuscdnwescdbonwoe 226.3 
| SERS a rae 99. 1 -- ERR AR 146.4 
ah caliente 74.8 SI 3 tutiwpton each cece 102.8 
| a See Sa ge 1608.3 ii North Oarelina................... 1 318.0 
ae rece 68. 1 Ee ee ee, 36.1 
ko.) | ee 78.0 SNRs RES SERS 91.5 
Ea 293. 4 Si ES TE aS RS ER 37.7 
OS ee ae 83.6 Greensboro-High Point... .... 85.3 
EE MEDS ovinadaccuncssocas 35.1 Winston-Salem..__........-... 67.4 
RO ae et eee A Rr i es eel 12, 328.3 
SIND. cciedceisinc cunwn 43.8 OSES RE Re ae 180.8 
es ag 100. 6 TERRE ae 117.1 
——SS— Cincinnati 377.6 
Kansas: Wichita_................- 1132.4 Cleveland 697.5 
Kentucky: Louisville_............ 1243.7 Columbus 250.8 
a 1 428. 4 | NRSE SRE St ae 217.2 
— Hamilton: Middletown.--...-- 60.4 
peton Rouge.................. 71.8 Lorain Bigria. .. 2. cncscckes 54.4 
OE ee ae 286. 3 . Sie £52 173.9 
SESS aa 70.3 OO Win ss ods cicckncccocann 198. 6 
—— ——=— =o SESS 
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TABLE I.—Nonagricultural wage and salary employment in the major labor 
market areas of the United States, November 1957—Continued 























{In thousands] 
Nonagricultural Nonagricultural 
State and area wage and salary State and area wage and salary 
employment in employment in 
major areas major areas 
MOE... sdeessnbendccavcctay CA Oe Re ok weedvwanvandebipe~weue 1 $1, 275.1 
me CAG < cassia cccctsss 144.3 TI oo si nas 0s mittags Giana tse 59.9 
SII dnarig debbsndtcach cascade 126.7 Beaumont-Port Arthur -___.-- 76.6 
3, Lt eee 56. 0 
Oregon: Portland...........-.--.-. 1249.2 CE rinacsataweasaewedgvan 300. 8 
—_———_ | 7, rere eer 69.7 
SA WONNID . 5 (cecbccncatdedanccs 1 3, 260. 4 PORD WOOUNs cscmulniienieccacet 163.3 
eee ee 386. 2 
Allentown-Bethlehem -____-___. 177.5 Bam. ARGOS. « o5 vie cssncsncete 162. 6 
NESE CPE Fee eens 41.4 == == 
SR ee ees hancibbbadcon dec 78.6 || Utah: Salt Lake City............. 1122.9 
Harrisburg. poke euleh Te aimee ipa ss ii; (Seeger aera 1 438. 2 
eee 80.0 
OES Eee 86.3 mynotee Newport News- 
OS eee 1, 459. 7 bo. . , NEREE ieee YS 56.1 
| ES eee 833. 5 Norfolk- Portsmouth -_.....--- 159.9 
REET He 98. 0 PONE. .. . cpnwahnnes on ccaas 166. 6 
hn ae baad 78.3 | eee 55. 6 
Wilkes-Barre-Hazleton __-..__- 104. 5 == 
_ . IP eee ee ee EO 1h: We OONK, 00.6 o eitacenecweewdinnd 1 479.8 
ne ccwhacussbaeskna 1164.4 i sac cotitewaitehbtdndilent 330. 0 
— Spokane 75.0 
I Se cc dalsninmd chine ein’ 18.9 We Daicntinsrmnen 74.8 
eR hit. ccnktcdns omeriicett 22.2 
PERG. coSedtvcctdunaeunes (tS RB By. ee oe 1277.5 
Rhode Island: Providence. - ------ 1 274.0 2 ES See ee 92.9 
ON in snc cdinmenvsia 1118.0 Huntington-Ashland __._.._._- 70.5 
—— — Wheeling-Steubenville - .._-.-_- 114.1 
OS eS ere 56.0 
baie: csecesontedncacs Oe © Fr Se oo hh ct wacncdctnpwedinee 1 577.5 
I n Ladinddnmakondusincus 1 §31.7 Ss noc apa ceudeucsmiliaes’ 24.6 
- Ns «nas in'ennieasancmmeies 57.5 
OMRStAMOONS. . ......-..-65.62 91.1 A. cdccccdsdanetedd 452.7 
A i ddan ate washebae 112.6 Nec nantutiivonawenmuaae 42.7 
ee 189. 1 
NL 5 Casta niranbasdes 138. 9 

















! Total of major labor market areas in the State. 
Source: U.S. Bureau of Employment Security and Bureau of Labor Statistics. 
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TaBLeE II.—Smaller labor market areas in selected States * Ts 
Nonagricultural Nonagricultural 
State and area wage and salary State and area wage and salary Pr 
employment, employment, 
March 1953 2 March 1953 ? 
Als 
Alabama: Illinois—Continued 
Alexander City__............- $8, 400 — ere $20, 500 Arl 
| ne ean ee 21, 500 DCCMur .........-- 5. eeeenowe 27, 300 Cal 
ies hentigihnieiaiwe «sexe 8, 900 dn ceasugucteeneliesbenas 21, 200 Fic 
neta an ute tite cmwn hs 7, 400 Ee 10, 800 
Florence-Sheffield__.-......._- 16, 300 NN scasesxaneeeteeses 15, 400 
wa ternsipaianecnende 22, 500 a wg) Oe ee 10, 500 Ti 
INNO sob tine tos nese. <p aes 10, 300 Herrin-Murphysboro-West 
SS ee 7, 300 Ee 30, 500 
Montgomery ......--..-.-...-- 30, 100 ED atinccncucwnsaadtipaie 16, 000 Inc 
8 a 7, 000 Si cacccs ort uccevetnade 4, 300 Mz 
Ng indi td naeacendepie 7, 900 SNE ca snnwecscvedienuGan 9, 400 
I iat divine eosnenillbnpsntindonm ch 13, 600 PE atincbenocsnancugniihad 8, 900 
|S reine ree aoe 16, 300 Mt. Carmel-Olney--....-.....- 10, 400 
Arkansas: OS et 12, 100 Msg 
I he cite mein ng bene 5, 600 oi sili oiss-ane icguicisaoaehapiotes 30, 100 
SE iiiiks dn cpnkwne conn 9, 300 ETc hittekévetbouedsenees 16, 300 Mz 
OO SS re 10, 800 * Ee Seereers 39, 000 
NE erica warner gieg sore 6, 800 SENN. «cn cnncnecevess 17, 700 
RSET EES: 18, 000 |, ease 44, 400 
Helena-West Helena- --___-__- 4,800 || Kansas: 
Ak Sei aeribeset 13, 800 Coffeeville-Independence-Par- Mi 
Ilinois: MB... onnenannennnesssee i Mi 
EE eae 15, 100 reer 11, 725 i 
aces Sushila 7, 000 RE SLES, 
ES. otcndaradiipbiednoss 11, 100 ES Sincancthenibdondested 26, 073 
0S PERS 16, 800 Mc 
1 Labor market areas classified as smaller areas, i.e., having a labor force of at least 15,000 and nonagri- Ne 


cultural employment of at least 8,000, and not part of a major area (labor market area surrounding a central 
city with a population of 50,000 or more, according to the 1950 census). 
2 Re by employers covered by oldage and survivors insurance. Ne 


Sources: U.S. Bureau of the Census and Bureau of Old-Age and Survivors Insurance. 





























TABLE III.—Very small labor markets in selected States * No 

State and area Date Population State and area Date Population Ok 

Or 

Massachusetts: Massachusetts—Con. 
Athol area.._.....-- ee 32, 214 Plymouth area___--} 1950_.__._- 25, 490 
Cape Cod area_--__. eee 51,209 ||} New Jersey: 

Clinton area_.----.- _. Sees 18, 054 Flemington area ?__| July 1955_. 26, 732 
Gardner area_--_.-_-- 31, 875 Wildwood area ?__._|...do_..._-- 33, 173 

Gloucester area____- a ‘ Te 

Great Barrington | 1950__..._- 14, 671 Te 

area. 
. J 
! Areas with labor force of less than 15,000 and nonagricultural employment of less than 8,000. ve 


2 Area served by employment service jocal office. 
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TABLE III-~A.—Very small areas of substantial labor surplus certified by local 
public employment offices under amendment No. 1 to Defense Manpower Policy 


No. 4, September 1955-Apr. 7, 1958 








Name of area 


Area definition 





Ny SCN ck ase eene an 


Arkansas: Helena-West Helena. ..._......_..._-- 
California: Crescent City. ...............--.....- 
Florida: 
NUNN, salt... oo cok nd a eaaeeduc’ 
MINIS Soo he, wat Sc ac bniee bobew en 
Tilinois: 
Maco 


| ES pees perenne 8 ini He. tne 
Indiana: Petersburg. ---_..........-- EE. ARES neues: 
Maine: 

Calais-Eastport._......_._- sa) « canta CMaiaite 

NE EC Saat 55555 ness pan tints aia 


Maryland: Crisfield..............-- a ee eS 


Massachusetts: 
I tran Soko Seo ath Se eas all 


0 Se ne emer eb Se 7g SEL, 

Great Barrington ---- 
Michigan: Gogebic County. _.___._._.....-..__-- 
Missouri: 


Montana: 
ES Sa ae AE Eby) “EN 
Scobey- 

Nebraska: 


nd kl aaae arp ye cgacd ikea 
North Carolina: 

I CRN sc ccdacucsshkvssaevs cnweaeedawasid 

ee ee ee one ee 

Gt UES ee Ee ae ¢ 
ee eo 
Oregon: 

A Bee 2 eawcneshes pasinwb tbe Ree eae 

Rs ae $e OEE 

SEE ae nena re ene 


Te a eS Sees ae 
Texas: 


TS aes aero cs 
ks (a: WOME... -scsccddccccsscueos 


mreshington: Ellensburg. ........................ 





iy > - Ketchikan district in 1st judicial division 


aska. 
Phillips County, Ark. 
Del Norte, Calif. 


Franklin County, Fla. 
St. Johns County, Fla. 


McDonough County, Ill. 
Christian County, II. 
Pike County, Ind. 


Part (east) of Washington County, Maine. 
—— and contiguous towns in Knox County, 
aine. 
Somerset County and election district of Worcester 
County, 


Towns of Clinton, Lancaster, and Sterling in Worcester 
County, Mass. 

Part (north) of Worcester County, Mass. 

Part (southwest) of Berkshire County, Mass. 

Gogebic County, Mich. 


Texas County, Mo. 
Pemiscot County, Mo. 
Morgan County, Mo. 


Musselshell County, Mont. 
Part of Daniels County, Mont. 


Gage County, Nebr. 
Washington County, Nebr. 


Luna County, N. Mex. 
San Miguel County, N. Mex. 
Colfax County, N. Mex. 


Swain County, N.C. 
Cherokee County, N.C. 
Person County, N.C. 
Le Flore County, Okla. 


Clatsop County, Oreg. 
Curry County, Oreg.: 
Yarnhill County, Oreg. 
Columbia County, Oreg. 
Tillamook County, Oreg. 
Lincoln County, Oreg. 
Grundy County, Tenn. 


Comanche and Erath Counties, Tex. 

Karnes County, Tex. 

Carbon and Emery Counties, Utah. 

Part of Caledonia, Essex, Orleans, and Washington 
Counties, Vt. 

Kittitas County, Wash. 





Source: U.S. Department of Labor, Bureau of Employment Security, Office of Program Review and 


Analysis. 
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IV.—Percentage of civilian labor force unemployed in 1950, in medium- or 


high-income counties with high unemployment, among counties excluded from 
oficial labor market areas in 1957 * 























Percent of Percent of 
State and county labor force State and county labor force 
unemployed unemployed 
Aeinene: GGNOMR, ..-.....<.220-24~-62. 9.1 || Michigan—Continued 
California: I Secs cdg dgeeeteo nen 13.9 
Ns tena cin ukipunnnses ose 12.8 EO ere Bae eae 9.3 
fA eee Scie 10.2 || Mississippi: Jackson. -_......-..--.-.-- 15.1 
Sa ES STEEN SS a 13.6 || Montana: 
ER RERRE Se SE 10.8 o_, Renee eee yn RE 13.7 
RSE a ce See 10.3 SE cs ginckadancccadasabieiead 11.6 
NN <. cediceekbubessudhedne toe 11.7 EE ER SEES EY 10.0 
SE RE Ee ee eee 10.9 || New Hampshire: Belknap._-----..--- 10.2 
| AEE Tae ee 13.8 || New Mexico: Guadalupe - --.-....----- 11.1 
Colorado: New York: Hamilton...............-- 14.0 
Se eee 13.5 || North Dakota: Rolette.........-...-- 11.6 
Ne le 5 Bn coed win as wcntn cece ee Tt GES SPENDS nn onc nen cctv ensennt 9.1 
Idaho: Utah: 
RS ee ee ae or 12.3 oS ee ee eT 10.0 
ONS re ae 18.2 NN RE SR ae Wee 11.9 
Michigan: Washington: Franklin.__.........---- 10.8 
MT sae thacoloo ump eecetee shes. 12.9 || Wisconsin: 
ee FE 9.5 Pn kicsnieeeneeedeune oe te Ee 12.2 
_, Se EEE eer ne ES ae 10.4 





1 “Medium or high income”’ 


is defined as follows: 
1. Median income for families and unrelated individuals in 1949 was less than (a) $1,750 in the urban 
population or (6) $1,500 in the rural-nonfarm population or (c) $1,250 in the rural-farm population; or 
2. Total median county income for families and unrelated individuals in 1949 was less than $1,600 if 
county had both urban and rural population or less than $1,400 if county was entirely rural. 





Source: U.S. Bureau of the Census and Department of Agriculture. 


TABLE V.—Distribution of low-income counties having a labor force of less than 
15,000 civilians in 1950, by State and percent unemployed . 




















Under |1 to 1.9/2 to 2.9/3 to 3.9|4 to 4.9/5 to 5.9/6 to 6.9/7 to 79/8 to 8.9 
State l per-| per- | per- | per- | per- | per- | per- per- or Total 
cent | cent | cent | cent | cent | cent | cent | cent {higher 
Total, all States_______- 47 206 205 133 82 36 14 ll 27 761 
oo eee 2 19 12 s 1 1 D locvecsede wee 44 
OS ee eS ee 1 eee De ann sabbath tehene, dikel 1 
ERD Fe 2 7 9 21 14 3 2 1 1 60 
4 SNE Rag eo | 3 ON... SE a a as pe; 1 1 
| ESE aie ee 2 ~ ll 7 |, eee ee E teskiints 31 
he os ad SkoL dios 12 45 35 18 4 D Aeaticcos 1 1 119 
eR Pe Res Merlo -< (aba Sais yytens AS 9S Pie Fe, ieee 1 2 3 
ES, SUSE Te Eee 15 1 aS Ses eR ROO, de 2 
i EE RS Ea poh ie eet eae i, PE, SRY SEE Rg 1 
| Se ee, Aare 2 SS OY Sete — Se ES ea SR Peers 3 
CN lS oop pengine 5 16 17 10 4 _ ee 1 1 57 
0 eS ae eae 1 3 12 4 ll OD leckoase S lnsecoutl 35 
A ch ld cnsmedibevecdalvevscas A dod xuncelpatGous 1 
iE i aE SiGe , he agen | BORE Nr re 3 
ENE RE SA eT Sage KE ee 2S Se ere 4 5 
ESE: SRS TSE Gea ee ieagipiatial AEE CE YR tees, Soa 1 
EE ae 5 26 21 8 4 2 eee 1 68 
| ES 2 25 18 5 2 Bh eled 1 4 " 
SS 6 tp ee S Paes fe Se rs. 
Lis beck tie | ee 2 Fated 1 3 10 
12 ll 4 4 2 § ea Set 37 
sca bs Ba Genities ic 1 | SS, er WP Soe 3 
“arya Se 3 8 7 6 REIS [Kee koa 26 
a! Re 1 SS Be’ ee oe a eee 3 
6 6 3 DL cnseniwudsvebdukeutbelidanses 17 
ep SOE ee pf ee Be, GST 1 4 
13 19 14 5 6 | ee 1 65 
14 15 6 7 3 Ree 2 7 56 
ll ll 5 3 1 SAS SR Faience. 35 
seed ot 1 4 4 EI, Re 11 






































1 Counties band designated as a labor market area by Bureau of Employment Security and fulfilling one of 


nes py cri 


Median income for families and unrelated individuals in 1949 was less than (a) $1,750 in the urban 

ee... or (6) $1,500 in the rural-nonfarm population or (c) $1,250 in the rural- farm population or 

2. Total median county income for families and unrelated individuals in 1949 was less than $1,600 if 
county had both urban and rural population or less than $1,400 if county was entirely rural. 


Source: U.S. Bureau of the Census. 
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AREA REDEVELOPMENT Fact SHEET No. 6—UNEMPLOYMENT IN CHRONICALLY 
DISTRESSED COMMUNITIES 


The rate of unemployment is very high in the chronically distressed com- 
munities likely to be eligible for assistance under the Douglas area redevelop- 
ment bill. Moreover, unemployment conditions in them are becoming more 
serious as the depression becomes intensified throughout the country. These 
communities are likely to be the last to improve their conditions should there 
be a general lift in the economy. 

A survey of 24 major and 62 smaller areas of substantial and chronic labor 
surplus indicates unemployment rates of high severity. 

In the major areas, the rate of unemployment for January 1958, which 
is the latest date for such data, ranges from a low of 6.5 percent in Kenosha, 
Wis., to a high of 17.1 percent in Atlantic City, N.J. The rates of unemploy- 
ment in other major labor markets are as follows: 


Number of 
Unemployment rate in January 1958: labor markets 
oe hr, ic cniingn bins mssieauanibe os Se 1 
OO Oe aris kms icc era ioneaoesbiie Galanin deen einen a becip aim insioimed elaggnein tata a 3 
ek | a ee i ene a ent Se mT 1 
Se Oe. Wr IR oe ee i ee io cated doen eee 4 
By Ee ee ee ee 6 
29. G0, 2 CON 6. on cc ennci bipanineensnctddamanseeeueee 2 
Be 0 be ian cick tlc en neces aoc omngincieniedenty 3 
| Re eee ee a eee ee ee EN ae 1 
WE 0 Be ROCCE ois ie iid cane irwarectin ne nemenidblenScmiinweddaes, 1 
ik RP IID na cn cs wis tn ccs shmserin rn th  dacnstn th mecca kien Sapien ee ee 1 
DOD) We NI his Se ot cic ken ckemenmesacdsedeateenan eee 1 


The rates of unemployment as measured by the number of insured unem- 
ployed increased in 15 of these communities, rising in the case of Kenosha 
by 58.9 percent. In six labor markets, the number declined, but it is likely 
that a considerable part of the reduction was due to the exhaustion of benefits 
so that the actual rate of unemployment rose in these communities. 

Unemployment rates in the smaller areas are reported for the latest available 
dates. Only 24 of these are for January or February 1958. In any event, 
these are chronic labor surplus markets where unemployment continues to 
be very high. The highest rate of unemployment is in Uniontown-Connells- 
ville, Pa., with a rate of 23.4 followed by Herrin-Murphysboro and West 
Frankfort, Ill, with a rate of 21.7 percent; Biddeford-Sanford, Maine with 
a rate of 19.8 percent; Sunbury-Shamokin, Mount Carmel, Pa., with 18.1 per- 
cent; North Adams, Mass., with 16.5 percent; Welch, W. Va., with 16 per- 
cent; Cumberland, Md., with 14.9 percent; Logan, W. Va., with 14.4 percent; 
Vincennes, Ind., with 13.8 percent; and Litchfield, Ill., with a rate of 13.4 
percent. 
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Attached are lists of the unemployment rates for selected distressed major 


and smaller labor markets. 


TaBLe I.—Unemployment and unemployment rate,! selected areas of substantial 
labor surplus January 1958 ? 


MAJOR AREAS 


















































Unemployment, January Percent 
1958 change 
State and area ured un- 
employment, 
Number Percent of anuary 
1958 to 
labor force | March 1958 
8, 700 10.1 +6.9 
4, 200 9.4 +17.8 
6, 990 11.7 +2.2 
6, 200 10.6 —8.8 
6, 350 11.6 +6.7 
191, 000 12.5 +652.4 
15, 700 11.1 +19.1 
6, 900 11.9 —11.9 
10, 500 17.1 +0.9 
4, 400 8.8 +0.9 
4, 050 8.5 —9.7 
7, 200 13.4 —11.7 
12, 100 12.2 +9.7 
11, 200 11.3 +7.4 
15, 700 15.4 +6.6 
beds +o rpaaadleaemanam SSS TEE 22, 400 16.3 —18.3 
Mayaguez........ Se eer 4,100 13.6 @ 
ET eee eae 5, 000 13.0 
San Juan........... tino beebuiilaomiadinvnde 15, 100 8.8 3 
Rhode Island: Providence-.-...-. Tet DEE 2 SE RTA 48, 100 14.1 +3.5 
en osaccdubuacos 15, 500 10.5 +29.4 
W: : 8  caclaiehaielieatinhiatiaasaiesancditg aliithinn wn echjuateiienmnigninal 11, 900 11.9 —15.3 
West V: | Set ie a ESE Ts See eS 12, 200 10.8 +36.3 
Ww +4 pbb hehonnhendieeinsebdbbbebadselsccesseo 2, 020 6.5 +58.9 











1 Total information as a percent of total area labor force. 
2 January 1958 or nearest available month. 
3 Not available. 


Source: U.8. Department of Labor, Bureau of Employment Security. 
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TaBL_e II.—Unemployment and unemployment rate,' selected areas of substantial 


labor surplus, Ja 


nuary 1958 


Smaller Areas 































Unemployment 
State and area Date of data 
Percent 
Number | of labor 
force 
SR IE ee CT OE Ee eae October 1957 .-.....-.-- 850 25.7 
NS OE EE a Tere Re ee ee 1, 400 8.5 
Mlinois: 
EES RS SY eh ES eee eee. Cee oD February 1958..........- 975 6.8 
UN ee Lh a aitpunaalemenll September 1957_-.....--- 2, 400 10.1 
epi’ yeti jee February 1958..........- 15, 000 21.7 
OS el SO eT Ee i January 1958............ 2, 750 9.4 
Litenfela ES eS SE i ea ae SLs S February 1958_.........-. 3, 300 13.4 
Mount Carmel-Olney...-. .1...00...2.<........-222 December 1957-.-......-- 1, 400 6.7 
NG Ns Sn, cdibbhcabandan wunidedene October 1957. ..........- 1, 400 6.1 
—— ‘eee SE CE ST a ee December 1957......---.- 3, 600 25.8 
Indian 
Michigan Ce PO. ss) cnn ccesbosumsonmcbas January 1958_..........-. 4, 000 11.4 
ES REIS PE ee: ee ae ee Dee Se et RR Pe ee ee 5, 000 12.5 
ES ay Fre eee ae a September |. 2, 000 6.9 
ES BOS a ES ae February 1958........... 2, 050 13.8 
Kansas: 
ed gs ri ta rn ceils marth sclnne antl November 1957....-...-- 1, 800 6.2 
EE id na ddtwinccatet a enti mistawunacasaeh September 1957_.....-.-- 1, 950 8.4 
Kentucky: 
ES aE ER eer oe SS reer. Oe 3, 050 11.3 
NS EET: 1, 700 8.5 
iS RNR eR Sey Si ata 2, 150 10.4 
TNT ag ea a on manu nm ceed aces ee ook 2, 300 8.9 
NN nis dna dunsncnadoawenoR omens 3, 400 12.3 
OOD, 5 Uo hos thasainesnnencqutiennedasad do. baashaaits 2, 200 11.5 
ee a a i ee Pe “October aR, 1, 700 6.0 
gS gS Se re eee tee September 1957... .------ 2, 200 9.6 
I We aid wincauace cea sened~es October 1957... ........-- 3, 000 13.5 
Maine: Biddeford-Sanford...........-......-...----...- February 1958....----..- 6, 400 19.8 
RI? COURIDONIOEIE - . - < oo cccecocccacccancsctensuccn January 1958.....-....-- 6, 000 14.9 
Massachusetts: North Adams.......-....-------------- February 1958..-.-.-.-.-- 3, 010 16.5 
Michigan: 
BEES SS ae ee eae September 1957_...-...-- 3, 000 8.5 
IN ies ain teh acta aan nbigheynte chaudmanies wage tals January 1958. ....-.....- 4, 800 10,1 
REET I RE I a Ie November 1957...-.-..-. 2, 100 8.8 
pore mGroe....<-..... BER Re SP eee January 1958.....--....- 3. 600 10.8 
New Je sey: 
EEE ee Oe ae BE an. a Oe eee October 1957. .......-...- 3, 000 25.9 
IIIs Sern oot nica mee wawele Ae eeeee January 1958_........-.- 13, 500 11.7 
North Carolina: 
NUNES =< den Uenn dda Sowadodecskiindecscheonak September 1957-.--..---- 3, 495 10.0 
RR ee eee eo October 1957. .......---- 1, 790 7.9 
i D See ‘ December 1957. ..-...-.--- 1,970 8.6 
Rocky Mount. __- Octsver IGT... .- sence 1, 210 22.8 
Rutherfordton-Forest ‘City... eS RE eS Sa -| November 1957_-...-.--- 1, 833 10.8 
Shelby-Kings Mountain... ............-...05.<...- February 1958..._.....-- 3, 260 13.0 
a easing a Maen aes a pidinte cmd October 1957..-.-.--....- 1,000 25.8 
Ohio: 
peg 6. a a November 1957.....--.-- 6, 400 9.9 
el n thaknvoassanenal ntti cichbaceaes February 1958.........- 6, 400 14.1 
SR OF SS Pe: ea ae January 1958......-...-- 1, 250 9.4 
Pennsylvania: 
ee ky a Oe sep ee eee November 1957.....-.--- 2, 085 9.9 
Clearfield-DuBois- - ._---- pbcaeedkban beeeuckGheas cake September 1957... ..---- 2, 200 6.1 
atte aR: CERES iia gh ASAE Y November 1957_-..._---- 2, 000 9.1 
SS a a se ES: gy. au. sient Mies 1, 684 10.7 
Pottsville. dis petite ead dein ARE ais ie three bie January (eres 14, 200 18.1 
Sunbury- Shamokin-Mount Carmel September Se 3, 670 25.7 
Unionto vn-Connellsville. ..................---.-_.- January 1058............ 11, 500 23. 
Rhode Island: Newport.......-.-.---- September 1957......---- 1, 100 6.8 
Tennessee: La Follette-Jellico-Tazewell October 1957. ...-......- 1, 400 9.1 
EEE DEORE DS SES January 1958.....-..-.-- 4, 200 10.7 
Virginia: 
Big Stone Gap-Appalachia..........-....-.........- October 1957_.....--..-.- 1,975 9.5 
gh Oe SS RT ES SR SERRE ST January 1958_........... 4, 550 10.0 
West Virginia: 
EEE SL ea ee | OT ee Care ee February 1958.........-. 3, 110 13.4 
—— RSE AES AE SRE Re: SET ee SRE October 1957............ 1,750 6.9 
Ca i RR = EN February 1958_.........- 3, 090 14,4 
Point go eS ee SE's = Tae ae eR 4, 000 10.6 
Ronceverte- White Sulphur DS. 0cenbac ic down cbi kis at tbaabetiacebtakpurnn 1, 940 12.0 
SR Sc ie oe so eae Beare if Oe ee 3, 750 16.0 





! Total unemployment as a percent of total area labor force. 


? Unemployment below 6 percent of the labor force because of temporary or seasonal influences, 


Source: U.S. Department of Labor, Bureau of Employment Security. 
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AREA REDEVELOPMENT FacT SHEET No. 8—ARKANSAS 


Labor surpluses and underemployment are two problems Arkansas faces. 
None of the eight urban labor markets has yet been classified as distressed by 
the Bureau of Employment Security, although one has a substantial labor surplus. 
But the rate of unemployment among workers covered by the unemployment 
insurance law has risen to 10 percent, which is an alltime high. Underemploy- 
ment is chronic in this State, which has a most limited economy and an abundance 
of population. These conditions have become even more aggravated by the 
return flow of people as unemployment has spread through the automobile and 
aircraft industries to which the outmigrants from the State had gone. 

The State requires considerable aid toward economic development if it is to 
be lifted from the next-to-the-bottom rung of the State per capital income ladder. 

The solution of the problems of persistent unemployment and underemployment 
requires a broad attack on all factors which have held up economic development. 
However helpful it is to induce some new industries to locate in the State, a 
vastly more extended program of economic development must be initiated. This 
transcends the ability of local and State authorities. It involves such funda- 
mental factors as developing agricultural and forestry resources, aiding the 
family farmer, harnessing the water facilities through irrigation, water trans- 
portation and conservation, as well as urban renewal and development, and a 
rise in the levels of health, education, and welfare of the people together with 
redevelopment of agricultural and forestry resources. 

The communities of the State need help in diagnosing their problems; organi- 
zation of community leadership; financial assistance in improving local facilities; 
and, finally, aid in building up adequate industrial sites. Assistance to the 
distressed areas in Arkansas will only lift many labor markets out of the 
doldrums but also help create new markets for the rest of American industry. 

Federal assistance is imperative if the depressed urban and rural areas of 
Arkansas are to share in the rising American standard of living. Essentially 
these are underdeveloped areas in.a nation with the most developed economy. 
Just as we seek to aid underdeveloped areas in other parts of the world, we 
must render assistance to these areas in our country in need of a more diversified 
economic base. 

I. ECONOMIC UNPERDEVELOPMENT 


Arkansas is greatly in need of economic development. The act creating the 
Arkansas Industrial Development Commission declares in its policy statement 
that “the State of Arkansas has had heretofore an inadequate program for the 
agricultural and industrial development of the State and of its several sections, 
that on account of such inadequate programs the State of Arkansas has been 
unable to provide for its inhabitants sufficient opportunities in agriculture and 
industry, that on account thereof the State or Arkansas has suffered great losses 
of population and a decreasing standard of living for its inhabitants; that unless 
an adequate program for the agricultural and industrial development of the State 
be immediately undertaken the State of Arkansas will suffer immediate and 
irreparable further loss of population and the opportunity for agricultural and 
industrial expansion.” 


A. Population down 


In 1957 the population of Arkansas declined by 22,000 from the year before 
and was 138,511 below the number enumerated in April 1950. The current popula- 
tion is even below the level of 1940 and 1930. 

Only 13 counties of the total of 75 showed an increase in population from 1950 
to 1957. Seven of these are in urban labor-market areas. The remaining six 
are in other counties which include urban places. None of the counties without 
urban places showed an increase in population during these years. 


B. Per capita income low 


Personal income in the State rose by 1.8 percent on a per capita basis from 
$1,101 in 1956 to $1,121 in 1957. This was the second lowest per capita State 
income in the United States. It was 56 percent of the U.S. average of $1,940 in 
1956. None of the counties in Arkansas reached the national average. The high- 
est income level was achieved in Sebastian County, which encompasses the Fort 
Smith area, with an average per capita income of $1,770. The lowest reported 
average was for Lawrence County, $773. 
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C. Outmigration continues high 

The mechanization of farming and the low incomes prevailing in the rural 
areas are inducing many people to leave the farms and to seek employment else- 
where. But the current rate of industrial expansion is not adequate to absorb 
these displaced farm people. As a result, there has been a measurable outmi- 
gration of people. From 1950 to 1957, 385,000 people have moved out of the 
State, which is huge for a State which in 1950 had a total population of 1,910,000. 
The State retains therefore a high proportion of young and older people. While 
the population has declined by 7.3 percent since 1950, the school enrollment has 
declined by only 1.5 percent. The biggest loss in population occurred in rural 
farm population. The State is also losing a high proportion of its higher-income, 
better-educated farm families. 

The current recession is complicating the problems of the State since people 
who had left to go to the automotive and aircraft industries are now returning 
to seek employment in their own communities. The problems of economic de- 
velopment have therefore become more intense and pressing. 


D. Low nonagricultural employment rate 

In 1957, nonagricultural jobs numbered 330,200, of which 86,500 were in man- 
ufacturing and 248,700 were in nonmanufacturing industries. This means 19 
jobs for each 100 persons in the population, which compared with a national 
average of 31 per 100 persons in the population. 

The most important manufacturing industries in the State are lumber and 
wood products and food and kindred products, employing 35,000 persons, or 
about 31 percent of the total factory employment. 


E. Employment has risen 

Nonagricultural employment has risen slowly since 1954, when 308,000) were 
employed, but is currently suffering a setback. The peak was reached in Sep- 
tember 1957 with a total of 339,600, but it has since declined to 331,800 in Decem- 
ber 1957. Manufacturing employment declined from 88,700 to 84,100 and non- 
manufacturing from 250,900 to 247,700 during this period. 


F. Wages are low 

The State of Arkansas has very low wages. The average hourly earnings of 
Arkansas factory workers were $1.49 in January 1958, which were the fourth 
lowest in the United States. Only the hourly earnings in the States of Missis- 
sippi and North and South Carolina were lower than in this State. 


II. URBAN DISTRESSED AREAS 


Among the eight defined labor markets in Arkansas, none are currently classi- 
fied as distressed. These labor markets include one major one, Little Rock, 
and seven smaller areas, Blytheville, Camden, El Dorado, Fayetteville, Helena- 
West Helena, Forth Smith, and Pine Bluff. These encompass 8 counties, with 
a 1950 population of 598,307, or about 35 percent of the State total. One of 
these labor markets (Helena and West Helena, including Phillips County) was 
recently designated as having a labor surplus and was certified by the local em- 
ployment office under amendment No. 1 to defense manpower policy No. 4. 

In Little Rock, the number of insured unemployed in March 1958 was 2,200 
and the number of nonagricultural employees was 75,000. This number of un- 
employed compares with 1,000 in November 1957. 

In the week of March 29, 1958, there were 26,376 insured unemployed in the 
State files, among them 1,145 veterans. The nonveterans represent 10 percent 
of the covered employment for the last 12 months. 


IIfl. DISTRESS IN VERY SMALL LABOR MARKETS AND RURAL AREAS 


Low levels of living are the test of distress in the nonurban very small Labor 
markets and in rural counties of Arkansas. In areas where more than one-half 
of the population are in urban communities, substantial proportions of the work 
force are employees. Unemployment, therefore, provides a direct test of distress. 

But the economic distress of the self-employed and farmers cannot be tested 
by unemployment. The most accurate determinant of their distress is the de- 
gree of underemployment and the adequacy of family income. The standard of 
living in these communities provide us such a gage of the adequacy of their 
economic development. The U.S. Department of Agriculture has classified the 
counties of the United States on the basis of standard of living. The farm op- 
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erator level of living index of the U.S. Department of Agriculture provides us 
with a yardstick for measuring the standards of living in the 67 Arkansas 
counties which are outside of urban labor market areas and have more than 
half of their populations in rural areas. 

The farm operator family level of living index reflects the average level of 
current consumption or utilization of goods and services. The index for each 
county can be compared with those of other counties in the United States. The 
farm operator family level of living index is based on: (1) percentage of farms 
with electricity; (2) percentage of farms with telephones; (3) percentage of 
farms with automobiles; and (4) average value of products sold or traded in 
the year preceding the index (adjusted for changes in purchasing power of 
the farmer’s dollar). 

In classifying the counties, we have made use of the U.S. Department of Agri- 
culture low-income classifications, which placed farms in the low-income category 
on the basis of three criteria: (1) Farms which averaged less than $1,000 residual 
farm income to operator and had farm operator family level of living index 
below the regional average and 25 percent or more of commercial farms classi- 
fied as low production; (2) average farm operator level of living index was in 
the lowest fifth for the Nation; (3) 50 percent or more of the commercial farms 
were classified as low production. Areas meeting all three categories are classi- 
tied as serious low-income counties; those meeting any two of the criteria are 
classified as substantial low-income counties; those meeting one of the criteria 
are classified as moderate low-income counties. In 1954 the average county 
index for serious was 90; for substantial, 111, and for moderate, 126. In this 
survey we have included all counties which have an index of less than 126 as 
being low-income counties probably qualified for assistance under the Douglas 
area redevelopment bill. 

A. Substantial and serious low levels of living 

In 66 out of the 67 counties in the very small labor market areas and rural 
counties the people are living on substantial or serious low levels of living. 
These counties had 62 percent of the total population of the State and 97 per- 
cent of the population outside of the large and small labor market areas. 

1. Levels of living.—The average farm operator family level of living index 
for the United States was 140 in 1954; 122 in 1950; and 100 in 1945. In 1954, 
the average for all counties in Arkansas was 90. Among the 66 counties with 
serious or substantial low levels of living, the unweighted average was 88. The 
lowest level was in Searcy County which had an index of 60. The number with 
indexes under 75 was 8; indexes of 75 to 90, 31; 90 to 100, 15; 100 to 111, 8; 
and from 111 to 126, 4 (table I). 

2. Per capita income.—The low levels of cash income in these areas is further 
amplified by the available data on average per capita income. While the 
United States per capita income in 1956 was $1,940, the average for the State 
of Arkansas was $1,121. The unweighted average for the 36 low-income rural 
counties for which data are available was $992, or 51 percent below the national 
average and 12 percent below the State average. Only 7 of the 36 counties 
had a per capita income equal to the State average. The lowest per capita 
average appeared for Lee County with 742. The distribution was as follows: 
Counties with per capita income of less than $800, 4; $800 to $900, 9; $900 to 
$1,000, 10; $1,000 to $1,100, 6; over $1,100, 7 (table II). 

3. Inadequacy of nonagricultural employment.—One measure of the under- 
development in these areas is the relatively small number of nonagricultural 
jobs. While the 66 counties had 62 percent of the State’s total population, they 
had only 48 percent of the nonagricultural employment. In the State as a 
whole there were 12 nonagricultural jobs for each 100 persons in the population 
in 1953. The unweighted average for these 66 counties Was seven jobs. There 
were three counties where there was only one nonagricultural job per 100 people 
in the population. The distribution of the remaining counties by number of 
nonagricuitural jobs per 100 persons in the population was as follows: 2 or 38 
jobs. 11; 4 or 5, 18; 6 or 7, 10; 8 or 9, 11: 10 or 11, 8; 12 or 13, 4; over 13, 6. 
‘he county with the highest number was Hot Spring, with 22 nonagricultural 
jobs per 100 persons in the population. 
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4. Percentage of farms with value of products sold or traded under $2,500.— 
The unweighted average percentage of farms which earned less than $2,500 
on products sold or traded in these 66 serious and substantial low levels of 
living counties was 64 percent. This compared with 53 percent for the State 
as a whole and 36.8 percent for the United States. The county with the highest 
percentage of farms below $2,500 was Grant County with 89.6 percent. Fol- 
lowing it was Newton County with 88.2 percent. The remaining counties were 
distributed as follows by proportion of farms where value of production sold 
or traded was less than $2,500: Between 80 and 90 percent, 14; between 70 and 
80 percent, 12; between 60 and 70 percent, 15; between 50 and 60 percent, 11; 
between 40 and 50 percent, 8; and under 40 percent, 6. 

5. Percentage of farms with electricity—In the United States 93 percent of 
the farms had electricity. Arkansas as a whole was nearly up to that level 
with 90.6 percent, thanks to the TVA. The unweighted county average of these 
66 counties was 90.7 percent. There were 4 counties with 70 to 80 percent of 
their farms having electricity, 21 with 80 to 90 percent, and 41 counties with 
90 percent or over. 

6. Percentage of farms with telephones.—The low proportion of farms with 
telephones is indicative of the low standards of living. While the U.S. average 
is 48.8 percent, the average for Arkansas is 16.8 percent and the unweighted 
average for these 66 counties was 14.6 percent. The highest percentage of 
farms with telephones was in Washington County with 46.1 percent. The dis- 
tribution of the remaining counties was as follows: Counties with more than 
80 percent of farms with telephones, 3; with 20 to 30 percent, 7; with 10 to 20 
percent, 36; with less than 10 vercent, 20. 

7. Percentage of farms with automobiles—Automobile ownership adds con- 
siderably to the standard of living, as it opens new horizons not otherwise 
within reach. Of course, if income is inadequate to maintain and operate 
the automobile, it is of little use but the proportion of automobile ownership 
is a general indication of living standards. The Department of Agriculture 
declares that “farm families with automobiles are more likely to be able to 
take advantage of various services located away from the farm, such as health 
facilities, libraries, and recreation, than those who do not own automobiles.” 
The proportion of farms with automobiles in the United States was 88.9 per- 
cent in 1954 whereas in the State of Arkansas the ratio was 39.2 percent, and 
the unweighted average among these 66 counties was 37.4 percent. The counties 
were distributed as follows as to the percentage with automobiles: In 8 coun- 
ties 50 percent or more of the farms had automobiles; 13 counties had 40 to 
50 percent; 29 counties with 30 to 40 percent, and 16 counties had less than 
30 percent. Monroe County had the lowest percentage with 21.5 percent. 

8. Percentage of outmigration—-The population of the United States in- 
creased by 13 percent between 1950 and 1957. In Arkansas there was a decrease 
in population of 7.3 percent between 1950 and 1957. Only 5 counties among 
the 66 recorded a rise in population. The remaining 61 lost population due to 
outmigration. The percentage decline in population among these was as fol- 
lows: 2 counties showed a less than 5-percent drop; 3 counties, a 5- to 10-percent 
drop; 23 counties, a 10- to 20-percent drop; and 33 counties, more than 20 per- 
cent. The county with the largest drop in population was Scott County, with 
38.6 percent. 
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B. Low-income classification 


The Douglas bill provides that aid is to be given to 300 rural counties with 
“the largest number and percent of low-income farm families” and where 
there exists “substantial and persistent unemployment.” 

In order to select the counties and economic areas which should secure im- 
mediate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
highest percentage of farms earning less than $2,500 on products sold or traded 
and to focus on those counties which appear on both lists. A list of 500 counties 
in the first category and another list of 500 in the second category was developed 
and from these was derived a list of 315 counties which met both of these condi- 
tions. Thirty counties of the 66 under consideration are to be found on these 
lists. The disproportionately high ratio of such counties meeting this test of 
priority provides a measure of the great need in this State (table III). 


IV. EFFORTS AT INDUSTRIAL AND RURAL DEVELOPMENT 


The State is embarked on a serious effort at industrial development conducted 
through the Arkansas Industrial Development Commission. A 1955 law per- 
mitted the State board of finance to buy 40 percent of the bond issues sold by 
local private development corporations with the localities buying 25 percent. 
The board has secured an expansion of its funds by an additional $2 million 
which can be replenished by having the teachers retirement board buy bonds 
from it. The Arkansas Industrial Development Finance Corp. has since been 
created to buy these bonds and sell up to $5 million worth to the State. The 
commission has the power jointly with the Governor, to issue certificates of ex- 
emption from the State property tax. 

The commission’s report indicates that it secured 10,300 new jobs during its 
first year, most of which were in new plants. In the second year, ending on 
June 30, 1957, it reports that another 10,383 new jobs were opened up. It reports 
that 105 local industrial corporations have been organized. 

The commission further reports that the typical procedure is for the State 
board of finance to purchase 50 percent of the bond issue of a local community 
and the State insurance companies and the local communities purchase or dis- 
pose of the remainder. 

Some progress has therefore been made in this State, but, in the language of 
the local authorities, “this is only scratching the surface.” Intensive research 
and reexamination of the locational advantages and resources are essential as 
well as further financial help from the Federal Government to facilitate the 
solution of the problems of industrial development. 

In the rural communities, three pilot operations are being conducted in 
Quachita, Phillips, and Van Buren. The program emphasizes the need for im- 
proving the economic base of low-income rural counties by increasing the pro- 
ductivity of low-income farmers in commercial agriculture, increasing produc- 
tivity and prospects of nonfarm jobs by encouraging new industries in these 
rural areas and raising the social and economic standards within the area. 

The Federal program enjoys limited funds and depends primarily upon vol- 
untary effort. It cannot provide the extensive technical assistance needed for 
the thorough economic study of rural areas essential for redevelopment. It can 
provide no funds for the construction of new local public facilities. 
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TABLE I.—Level of living, value of products sold, and low production farms in 66 





















































i. low-income rural counties, Arkansas, 1954 
e 
| Average | Commercial farms 
4 | Level of Percentage of farms with— value of under $2,500 
j living product, product, sold 
' County or area | index! sold or 
e (1945= 100) ] traded, 
1 Elec- Tele- Auto- | perfarm| Number | Percent 
3 tricity phones | mobiles 
d 
d Thousands 
i United States.............-- 140 93.0 48,8 88. 9 $5.2 | 1,225,775 36.8 
C State of Arkansas_..____.__- 90 90. 6 16.8 39. 2 3.4 47, 53.0 
f | Arkansas counties: 
MOG to alabcaccins 88 91.5 12.6 38.3 2.9 816 58.0 
1 ie aha eel 87 93.1 10. 4 33.3 1.5 260 65.9 
| Sere: Os 125 93. 4 42.2 59.8 3.8 1, 299 44.2 
RES =< eee ee 111 96. 6 36. 2 53. 8 1.3 601 72.1 
eee 77 85.0 15.8 28.1 1.1 400 82.0 
d Calhoun - - - - Micieceain 84 88.8 18.1 37.4 8 186 78.5 
Carroll......-. ‘ 103 92.9 18.6 55.7 2.8 759 65.0 
r \ "pie 84.1 15.7 31.5 5.0 906 | 58.6 
a “RCTS ee 98 94.3 17.1 49.4 1.1 415 | 73.8 
; Clay-.--- 89 94.6 4.5 44.0 4.1 641 | 32.7 
| 0 er 77 94.8 6.3 27.7 1.5 443 | 69.2 
nh Mleveland...........-.--.| 7 90.6 6.5 35.5 9 365) 83.1 
s Columbia. ..............-! 80 | $3. 5 17.4 36. 0 8 775 87.1 
n | I Ridenipas -< dpehdies 90 97.0} 16.4 35. 5 1.6 | 570 74,7 
Craighead Papo 105 98. 4 14.3 45.5 5.2 | 891 27.9 
e Crawford SS saa nbeeto’ 104 94.9 | 28. 4 50. 6 1,5 | 360 | = 61.3 
. Crittenden _.....-. bead 90 82. 4 | 8.4 35. 3 6.7 | 1, 960 | 44.6 
Cross. . -  enaneesclwes 100 | 89. 6 16.7 38. 1 6.7 | 946 | 43.9 
Dallas REO ES 72 | 92.0 | 14.7 29.7 6 | 192; 83.8 
S Iesha____...--- Soe ae 81 90.0 | 7.4 24.3 5.1 1,055| 47.3 
" MEE. Sagi uhascnest 81 85.2} 188 28,7 | 2.1 | 647/664 
‘. Faulkner.....-...-.-- 90 9.2) 145 37.6 | 1.5 g02| 7Li 
os | Sats | 99 93,8 | 24.3 45.6 1.5 339 60.9 
, | ae =a) 70 .3 | 3.6 26. 4 9 559 | 86.1 
e Garland _.._..--- ide] 117 | 97.2 | 41. 4 | 58.9 | 1.0 125| 57.3 
y Grant ss li 89 | 95.0 15.8 42.0 | 5 | 181; 89.6 
: "ae | 97 97. 2 | 14.5 42.9 3.6 815, 39.0 
3 Hempstead aviaeed 84 82.6 | 17.5 36, 8 1.3 519 | 62.5 
Sy eee 106 95.9 | 25.9 54.0 8 206 | 58.2 
f Howard ea | | 83 7.1 | 20. 1 35.0 13 292; 70.9 
Independence... 90 93.9 19.1 37.9 21 515 50.8 
h eee eee: 73 94. 6 3.2 | 28.9 9 552 83. 6 
s Pe ee ea | 111 96. 1 10.3 | 50. 3 | 7.1 600 31.8 
Johnson .........- 96 94.8 19.7 | 46.7 | 1.5 373 | 67.5 
e Lafayette | 76 79.4 124] 324 26 415 | 66.6 
Lawrence ae = 93 95. 4 8.7 41.4 3.3 | 630 | 45.9 
n Lee EiilWcn chines tases! 81 80.7 10.0 30. 4 4.5 1,635} 525 
Lincoln nae eae 74 85. 1 6.9 25.7 4.3 866 ' 56.2 
I Little River : acon 78 79.0 12.3 34.6 1.7 229| 61.1 
- See 88 93.7 16.6 38.1 1.8 612; 721 
= EE } 97 93.5 11,2 39.7 5.7 1, 066 47.4 
| I conscience xis } al 86. 9 8.4 39. 5 1.8 664 67.3 
e | SEG 79 94.0 5.0 36. 1 1.1 412 82.6 
OSS SS: Page | 91 86. 4 15.8 49.5 1.6 414 7.2 
l- MIN os Litedtisests onde 73 76.9 | 8.1 | 21.5 4.6 | 905 | §2.1 
Montgomery........--..- 80 92.9 | 13.2 32.7 | 74 256 81.5 
r Lo ees 86 | 87.7 | 15.5 | 42.1 | 1.0 405 | 69.6 
u oie, SPOR ae 67); 760} 1.2) 27] 6 349 | 882 
(eR FD 82 | 91.3 | 11.6 | 31.3 1.5 150 | 65.2 
CR aati cake 7 | 94.3 | 16.3 | 32.0 | .7 29! 77.3 
Te Cees Ea 106 %.6|/ 11.3] 39.7} 8.2 815 | 25.7 
OR CR Se i cs bot 94 | 91.1 | 26.6 | 42.2 | .7 320} 81.6 
4 Se cent 90 | 93. 0 15.8 | 42.9 | 1.6 463 | 70.3 
Rear 107 | 96.3 12.3 | 43.1 | 7.4 352 | 37.2 
| Randolph................| 84 | 89. 4 | 8.0 | 37.4 | 2.5 597 | 57.0 
he: 79 | 82.8 | 9.5 | 26. 0 49 1, 616 | 49. 2 
ID, «ces sca nathacieds ste 104 | 96. 6 29.6 | 50. 6 | 9 101; 54.6 
UE hid a Cults tee de &3 89.7 22.1 | 29.0 9 355 80. 1 
ail ines wo aitie~ab ke 60 82.1 1.4 22.3 8 | 437 81.7 
OS Scere aes 75 87.4 | 8.0 | 32.5 | 1.2 | 223; 75.0 
ol Re ees eS 78 94.2 | 6.8 | 35.3 | 11 | 435 79.7 
Oe ie: re 71 89. 9 4.9 | 28.9 | in 230 | 88.1 
Van Buren _............. 7 93.4 15.8| 22.8 1.2 | 419! 73.2 
i ee SN 84 97.5 9.7 | 34.9 | 1,7 1,204} 60.5 
WOOGIE. -- Sacsaneceece 83 88. 6 5.6 | 29.8 5.4 795 | 48.7 
><. Ea are SS PES 92 92. 2 | 16.7 | 35. 0 3.1 | 479! 59.1 





' Indexes of farm-operator family level-of-living (U.S. average for 1945=100). 
Sources: Level of Living Index, U.S. Department of Agriculture; other, U.S. Bureau of the Census. 











96 


AREA REDEVELOPMENT ACT 


TaBLE II.—Population, nonagricultural employment and per capita income in 66 


low income rural counties, Arkansas, 1957 





























Population Nonagri- 
cultural 
County or area employment | Per capita 
Percent per 100 income 
Number change from persons ! 
1950 
State of Arkancas.........-...-----.------- 1, 771, 000 ~7. 12 $1, 121 
Ashley.-.-.. sce eilabwitminsdbcbetbesnnonkaatnea 21, 658 —15.6 13 1, 594 
Baxter. ..-- bithaducbetbetounaarsutbsqpwece sinned 8, 919 —23.7 | ets: 
Benton... -nnccccccces------20--ceccsnscnee-=--- 32, 224 —15.4 11 1,010 
Boone.....-.-- wneseucceewen---scenee-- 14, 512 —10.8 13 1,042 
ET tibrontieatcinidersnntiniencoonmepedebtiase . —13.3 TS RT te v2 
il Canad gut nbeneesuces 6, 033 —15.4 Oy aeetaes 3 
AE ELS SES Ae aE AE 10, 312 —22.1 ) ae 
Ohicot. ........-0-2-----« ERE SC ae 18, 826 —15.6 5 814 
Olark. ...0-5.2022---cee-ce meneccesecesenesacesene- 19, 765 —14.1 15 1, 085 
th edie dcctdoinabentnesabesscgecopsthiies 21, 304 —20.1 5 833 
7, 781 —32.3 3 
6, 237 —30.4 5 |. 
24, 296 —15.6 14 
14, 949 —17.6 10 
46, 035 —9.1 10 
20, 818 —8.4 8 
49, 917 5.8 7 
21, 490 —13.2 3 
11, 137 —10.3 12 
22, 508 —10.5 6 
14, 086 —21.6 9 
21, 517 —14.9 1 4 
9, 338 —24.4 7 
6, 663 —27.5 4 
41,614 —-11.7 19 
7, 832 —13.2 s 
23, 92 —17.9 8 
17, 827 —28.9 10 
24, 111 8.7 22 
9,912 —25.7 10 
18, 199 —22.5 ll 
6, 488 —34.8 3 
27, 662 6.8 9 
ES EE Ss ee. ee ee 12, 385 —23.3 8 
DD ihe oRhandewes ns ccocadcnuwetinsnoevocs 10, 866 —17.7 8 
As po ctivhortdesmkenescutnnypon ovsmecne 16, 564 —22.3 6 
EE na Sb nbaesecdehalinnnsdgpached 23, 377 —3.9 3 
ES REESE: EEE RE a eee 12, 350 —27.7 3 
Dias nawkads chnediwind aakanepacnapnuee 9, 643 —17.5 4 
i geri Re ee Or RS reo 15, 035 —25.8 6 
, 563 —13.6 5 
8, 781 —25.2 2 
5, 457 —36.6 1 
32, 637 fe 11 
18, 259 —6.6 5 
5, 031 —A.7 3 
10, 937 —26.0 7 
5, 927 —31.8 1 
4,476 —25.1 2 
6, 813 —32.1 7 
bik EE ethan soomccmbetnosapehhoe 30, 211 —23. 2 6 
PSS See RES a YO Ses 11, 389 —19.7 13 
SS ES ES Fa 18, 984 —18.5 10 
0 SE ES Ee ae eae 10, 725 —22.1 3 
ci nettibthevnecéscnkesnesseipinee 12, 398 —22.4 8 846 
NS iis a bEh eaentuupbinewatccjibenseen 35, 185 —4.5 6 861 
i ctihhushdshatonsssenccepnennaeieccninpaine 27, 997 17.6 18 1, 436 
Gas sind dbncdbetnndocsne~tedseiiasnaguncecnn 6, 181 —38.6 PE esa eee 
ee da dottindaiatcianeeedgdinwneveodsig 9, 096 —12.7 Pa oe 
ee ee 6.54 ae apes 
DES, ents ccnneben<sceapakisaetenccantbaebonoos 5, 852 —23.6 Bkatasiiedcce 
EE sn nsncvepbbapbubsctaninctnoqnscutaones 6, 661 —31.2 Rae ETE 
ES RE) 2 CSE 2 Sencar eee" 33, 671 —11.5 9 782 
, SS” SE ksiaiwesebabietne 15, 084 —2.4 4 864 
RE SRS EN SS een ee 10, 997 —21.8 5. ee Sa 

















1 Employees covered by old-age and survivors insurance program, mid-March pay period, 1953. 
tural Employment, U.S. Bureau of the Census; other, Arkansas Business Bulletin 


Sources: Nonagricul 
University of Arkansas, February 1958. 
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Tare III.—Classification of 66 low-income rural counties in Arkansas among 


lists of U.S. counties with lowest level of living, highest percentage of low-produc- 


tion farms, and both, 1954 





























Classification ? 
dee? 
500 U.S. counties 
315 U.8. 
County | counties fallin 
~— | With highest | into both low 
With lowest | percentage of living level 
21 level ofliving| farms hav: and low farra 
- index gross sales 0 sales lists 
04 | less than $2,500 
== | 
10 | 
{20 | sArkansas: | 
we dn etn ane Teccngimupasennineomunnagenealnribem , ee ae Me iow ladievs sul eiinieis 
_ st dak ns caneemactnsnemmebetngesanendacamae’ . ae = ie sth LORE Oe 
_ Ps i cagbns cigtedeustsdbabevinnshaphagekowtingtaahttsstehadedive, 1 PES MERA YOR So a8 
4 a ee OE is eee T, EF PORE eS ee Bek, cen 
BO NG iin casi kinad ctodcndtbananndakamrieacadin’ , aS | y ; = 
33 SE Sina Solin orth chenowshdecudondcasot tebkwewsen st irae A ds axkiteasd yo 
-- SNL & this ct ake dep dbnniteis ddiebimmndinssed cine mbedenib ad eke bd A SE) 
_ RE ee Se aay SORE See ee 
)2 8 ARR Rend Rly fal nip ige Tae bate Ei aie aa $1 
00 "ek Sa RES EE RM PTS oat 
4 ER I eS” Fe Et (LOS . eae ae = 
~~ ei Bdic puidunay Gus dbbhconameenyeunemh pecans . a » pt 
54 Columbia... ..- PAM, te + RARE » 4 a, 
59 Rt ee ERS SS ONES EN SP 5 ot eeees : 5 ORAS x. 
85 SN 538%). nds Seb nocsdbcnndokcdkeea teres NE, cbiihs dinibtlanns bcm et Tbk elated 
4 ERE PARI SBIR Cel Cn nt ER AA d AIRE 
D1 I Soo: globin «carte Poni hicee ceialsts aiicc mine ee rs ae 3 I 
29 5, EERE ELE IANS FSS 8 Bo AE PREF 
-- SL: .cibnndeduhdnbehnnaduededs silencetiiiveipawheliouil | ae” » a e x 
~~ SRE Did aniubdipinviauiooncdutesumsendadmedaatiadametti + ANE SEI wise gS RE 
25 ia I an ae od ee ee y . JARRE. Sie 7 
“= LS Hite scons stncsotestdensdednubounenthndsaiiel ) TE Pidtecoduebuckt a 
10 OE EE BEER: YP SUR 16 eis 
09 tr i er aiey Ree aR eerie: Sen. gem RRS: ALR IA > A 
7 a RRR SS, RRL? Gi! EAST DES AML ak Ga. a 
-- SR PR ee A a ee SFR + Ee Ae Se X. 
83 OS EEE LE ER IE ORI PRE SER 
3 wy — PRL Sf COTE LE EX. 4 EOI SRS Feo. eee 
| SERS SRR PE EEE, SP AF ROSE A RE. ARS RRO 
29 IS | RB BEDS RPGR 7 TR BE A ee » ES BS Dida cobcudaal 2 
38 ESS ES CS, OPE IS 0 REE PE 
78 tthe a eutnaainennomeanbdaupnadiabtelbiubinlll > NES Gs oll TIE tite aon 
42 IS in ig CE cue ncuinh obbGbonaVincgatitascanwntann ee pestbundtoe debt basdee 
oS OE EE Se CPA p ESS RE NS xX. 
-- Ds, «cenunshepsonncenthonnaimsivesthansonusiaid : ome Mibpiaiusesbens xX. 
-- REESE ER CNET AS: SERRE S MR | RAPES SG ae” OEE: 
Se. eh Ee se ondababeeconmdhalttaacescecs + Sess Baths 
-- DS cicickavendtints bites Masasdhe aimkwnuiiod . Ss al 
-- Ay BN ae. eT p OE EE Ses ae | 
os } ES iar TL ce Re ge SiR LIME LAB Se yh ieee aie : eS Pw 
21 NR 2 BR a Se ia 5 oe ete onendcesuwgua tae TE RRS PRG RR Sx 
-- SA Te aes ee a oes fe eae + ae > SS: Xin 
-- | Sid Buncnscoccunconapecdancinanbesqualisans odtimandl . er » ee 
~~ a i a A PS a Aaa 5 PETA TMD E ES 
~~ vi eee ee Knevetecs sccaienadwoodtnnd 6 TREES 1 RT 
-~ NES 625 F5gb> nebnnthd onan cancion scnedeuyeeres — es k Ap on + see 
10 Nevada x SESS , a .| x. 
4 ) 
4 | X. 
1 
' 
6 X. 
-= , a 
32 
4 x. 
< xX. 
e. X. 
X. 
n VYe.... - é bediedteonneoeuantanh _ x | 








1X indicates that county ts included in specified lists. Lists were prepared under direction of Sar A. 
Levitan, Legislative Reference Service of the Library of Congress, to provide information on “‘low-income 
rural areas which would be eligible for assistance under a comprehensive Federal assistance program aimed 
to alleviate underemployment.” (Federal Assistance to Labor Surplus Areas, report prepared at request 


of Chairman of House Committee on Banking and Currency, 1957, p. 31.) 
Source: U.S. Department of Agriculture, 
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ArEA REDEVELOPMENT Fact SHEET No. 9—VirGinia UrsAN LABoR MARKET AREAS 


Nine percent of the population of the State of Virginia is located in the three 
distressed urban labor market areas eligible for Federal aid under the Douglas 
area redevelopment bill. In addition, the bill’s program of rural redevelopment 
would assure benefits to a number of rural counties. In Virginia, 49 rura) 
counties had low incomes as measured by the index of level of living issued by 
the U.S. Department of Agriculture and 22.5 percent of the population of the 
State lives in these rural counties. 

The decline of the industries in the distressed urban areas, particularly coal 
mining and textiles, and the underdeveloped nature of the rural counties, neces- 
sarily will limit economic recovery and area development. At present, thousands 
of workers have been left stranded without jobs or alternative employment. 
Redevelopment is necessary to open up new opportunities and to create the base 
for economic growth. 

The problems of these three depressed urban areas are chronic in character. 
They will not be solved by temporary upswings in business in the entire economy. 
They will not benefit from a general reduction in the level of unemployment. 
They will be the last ones to feel the tides of expansion. ‘To hasten the process 
of recovery and to bring them back to the mainstream of American economic 
life it is important that these areas be specifically helped. While these com- 
munities may ultimately solve their problems through their own local efforts, too 
much suffering and economic waste is being incurred during this period. 

The present chronically distressed urban areas in Virginia include Big Stone 
Gap-Appalachia, with an unemployment rate of 9.5 percent in October 1957; 
Radford-Pulaski, with a rate of 10 percent in January 1958; and Richlands 
Bluefield. The latter experienced a temporary upturn in the latter part of 1957 
but it has again felt the effects of contraction. These markets embrace 12 
counties and 1 city, and have a total population of 355,178 petsons. 

In the current recession two more urban araes have been classified as surplus: 
the Danville labor market had an unemployment rate of 7.1 percent in February 
1958 and Bristol, a rate of 6.5 percent in January 1958. The contraction of the 
tobacco processing and textile industries spell chronic labor surpluses in these 
areas. 

The distressed urban communities need help in diagnosing their problems, 
organization of community leadership, including not only the commercial inter- 
ests but also other groups, financial assistance in improving public facilities 
and, finally, aid in building up adequate industrial sites. Assistance to the 
distressed areas will not only lift many labor markets out of the doldrums but 
will also create new markets for the rest of American industry. 

The Virginia distressed areas require the development of new enterprises 
and economic activities to substitute for the bituminous coal mining industry 
which has dwindled in the Big Stone Gap area because of the decline in demand 
and the exhaustion of the veins. Similar problems exist in the Richlands 
Bluefield areas. The drop in employment in textiles and chemicals and the 
completion of an expansion of the arsenal produced strong reversals in the 
Radford-Pulaski area, which needs a nucleus for growth. 

This fact sheet deals with the problems of the major and smaller urban labor 
market areas in the State." There are 4 major markets, Hampton-Newport, 
Norfolk-Portsmouth, Richmond and Roanoke, and 15 smaller labor markets, 
including Alexandria, Big Stone Gap-Appalachia, Bristol, Charlottesville, Cov- 
ington, Danville-Reidsville, Fredericksburg, Harrisonburg, Lynchburg, Martins 
ville, Petersburg, Radford-Pulaski, Richlands-Bluefield, Stanton-Waynesboro 
and Winchester. The urban areas include 46 out of the State’s 98 counties, 26 
of the 32 cities and 76 percent of the population. 

There are, in addition, very small urban !abor markets which also should be 
considered as part of the urban picture. But for the purpose of this analysis, 
they are included in the rural section until such time as the State authorities 
develop precise definitions for these districts. The rural areas will be con- 
sidered in a separate fact sheet. 


+An urban labor market area is defined by the U.S. Bureau of Economic Security as a 
eentral city or cities and the surrounding territory within a reasonable commuting (dis 
tance. The minimum size criteria for classification as an urban labor market are a labor 
force of at least 15,000, and nonagricultural empioyment of at least 8,000: areas which are 
primarily trade or service centers are not so classified. 
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Federal assistance is imperative if the depressed urban areas of Virginia are 
to share in the rising American standard of living. Essentially these are under- 
developed areas in a nation with the most developed economy in the world. Just 
as we seek to aid underdeveloped areas in other parts of the world, we must 


render assistance to the areas in our own country which are in need of a more 
diversified economic base. 


I, STATE HAS THREE URBAN AREAS OF CHRONIC ECONOMIC DISTRESS 


Three Virginia urban markets have been suffering from a substantial labor 
surplus. They have had unemployment rates in excess of 6 percent over a 3-year 
period. One of these areas (Richlands-Bluefield) has temporarily been lifted 
out of the surplus-labor classification, but recent trends are tending to put it 


back again. The population of these 3 areas totaled 355,178 in 1957, comprising 
9 percent of the State total. 


A. Persistence of distress 


One of the three distressed areas (Big Stone Gap-Appalachia) has been classi- 
fied as having a “substantial labor surplus” by the U.S. Bureau of Employment 
Security since 1953 (table I). Another (Radford-Pulaski) has been so classified 
since 1954; and the third (Richlands-Bluefield) had been classified as surplus 
frem June 1954 through July 1957, at which time it was reclassified to the non- 
surplus category. But recent reverses have no doubt set it back again into the 
surplus classification. 


B. Disparity between distressed areas and the rest of the State 


The degree of unemployment in the three areas suffering from chronie labor 
surpluses has been markedly higher than in the rest of the State. In 1954 and 
1955, the ratio of unemployment to the total civilian labor force has been more 
than three times as great as that of the remainder of the State. In 1956 and 
1957, it was more than double (table II). 

In 1954, the average unemployment rate in the three areas was 14.9 percent 
compared to 4 percent for the rest of the State. Rates in particular areas ran 
‘as high as 20 percent in Big Stone Gap-Appalachia to 9 percent in Radford- 
Pulaski. 

In 1955, unemployment averaged 11.4 percent in the three areas, while in the 
remainder of the State it was 3.9 percent. The rate in Big Stone Gap-Appalachia 
was 15.8 percent. 

In 1956, the average rate for the three areas was 7.3 percent in comparison 
With an average of 3 percent in the rest of the State. In 1957, the average for 
the three communities was 6.8 percent, compared with an average of 3.2 percent 
in the remainder of the State. 

Current data for the distressed communities indicate a rate of 9.5 percent for 
Big Stone Gap-Appalachia in October 1957 and 10 percent for Radford-Pulaski 
in January 1958. 


C. Disproportionate share of unemployment compensation and public assistance 
paid in surplus labor areas 


While the population of the three surplus labor areas comprises about 9 per- 
cent of the State total, the residents of these areas account for much larger 
proportions of the State’s unemployment compensation and public assistance 
payments: 

The average weekly number of insured unemployment in the three areas 
accounted for between 13 and 25 percent of the State total in the 1954-57 
period (table III). 

Unemployment compensation benefits paid in the three areas amounted to 
11 to 23 percent of the total in this period (table IV). 

Public assistance payments in the three areas comprised 11 percent of the 
total (table IV). 

Total payments under unemployment compensation and public assistance 
programs in the three areas accounted for 11 to 19 percent of the State 
total (table IV). 

Recipients of public assistance in the three areas comprised 11 to 14 per- 
cent of the State total (table V). 

Claimants who exhausted their unemployment compensation benefits in 
the three areas accounted for 14 percent of the total over the past 5 years 
(table VI). 
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D. Outmigration of population 


The persistent lack of employment opportunities in chronically distressed areas 
invariably has meant outmigration. People in search for work have been up- 
rooted. This trend has been quite perceptible in the Big Stone Gap-Appalachia 
area, where population dropped by 10 percent between 1950 and 1957 (table 
VII). In the other two areas, the population increased by 6 or 7 percent which 
must be compared with the rise in the State population of 16.5 percent. These 
communities have therefore not increased their population as much as the other 
communities in the State. 

While outmigration may have solved some of the problems of the people who 
moved, it cannot contribute to a solution of the basic problems of the depressed 
areas. If the younger and more vigorous people continue to leave an area the 
problems of rejuvenation are compounded. 


II. BASIC CAUSES OF CHRONIC UNEMPLOYMENT 


A. Contraction in coal mining and textiles 


The difficulties which have been encountered in the western part of the State 
in which these distressed areas are to be found, result primarily from contrac- 
tions in coal mining, textiles, and chemicals. As for coal mining, many seams 
are being exhausted and, furthermore, the demand is declining and efficiency 
increasing, necessitating less labor in this industry. There has been a con- 
tinuous long-term decline in employment in this industry, which fell from 23,100 
in 1947 to 19,000 in 1957. Subsequently the reverses in the coal-mining industry 
have led to further contraction so that in February 1958 only 15,500 were so 
employed. 

The experience in. the textile industry has been similar. Plants have been 
closing and operations have shrunk. While there were 41,300 textile employees 
in the State in 1952, the number has since dropped to 36,900 in 1957. In Febru- 
ary 1958, the number had fallen further to 35,900 (table VIII). 


B. Impact on individual industrial areas 

Big Stone Gap-Appalachia.—This area has become a chronic surplus area be- 
eause it has relied on bituminous coal mining in which employment has con- 
tracted as a result of mechanization, decreased demand and exhaustion of local 
veins. There are few manufacturing workers in this area. 

Radford-Pulaski—The depressed conditions in chemicals including explosives 
and synthetic fibers, and the drop in the textile industry has accounted for the 
unemployment in the area. 

Richlands-Bluefield.—Bituminous coal mining had been the area’s dominant 
industry. Temporary expansion in coal mining in mid-1957 brought some re- 
covery. An expansion in furniture and apparel also helped. But the subsequent 
reversals in the economic destiny of the coal industry has placed this area back 
in the surplus category. 


C. Dependence of counties on one or two manufacturing employers makes them 
economically vulnerable 

Many Virginia communities are vulnerable to economic reverses because of 
their dependence upon the destiny of one or two manufacturing employers. If 
a change occurred in technology, consumer demand, or locational advantages of 
the products of these companies, the economies of these areas would be 
endangered. 

In 81 of the State’s 130 counties, the 2 largest companies accounted for 50 
percent or more of the manufacturing shipments in 1954. Of the 74 counties 
with less than 1,000 manufacturing employees, 47 were ones in which the largest 
2 manufacturing companies shipped 50 percent or more of the total value of 
shipments (table X). 


Ill. EFFORTS MADE TO REHABILITATE DEPRESSED AREAS 


A. State and local groups 

Community groups are now working in Appalachia, Bluefield, Giles-New 
River, Lebanon, Pulaski, Radford, Richlands, Wytheville, and St. Paul, attempt- 
ing to help these communities in their expansion. Several of these are profit- 
seeking groups. 

Their purposes and resources vary but they seek primarily to attract new in- 
dustries to the area. Some of them are seeking to build plants to attract new 
enterprises. 
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The State department of conservation and development has a division of plan- 
ning and economic development, whose primary purposes are to engage in studies 
of State resources, coordinate State development plans, and cooperate with 
county, city, and regional planning boards. It is also dedicated to far-reaching 
economic planning. 

From 1953 through 1957 three new plants were established in the Big Stone 
Gap-Appalachia area with a total employment of 40 persons. In the Radford- 
Pulaski area, 10 new plants were established with a total employment of 718 
persons and in the Richlands-Bluefield area there were 8 new plants with a total 
employment of 725. It is not certain that all of these plants have survived 
(table XI). 


B. Federal programs 


The Federal Government has contributed to the reduction of unemployment in 
the three labor surplus areas as follows: Military supply contracts between 
1954 and June 30, 1957, totaled $1,759,000. of which $229,000 resulted from 
preference given to labor surplus areas (table IX). The bulk of the preference 
contracts were placed in fiscal 1956, when they totaled $209,000. These went 
primarily to the Richlands area. 


IV. CONCLUSION 


In spite of the efforts of State and local groups, two of the three distressed 
labor markets (Big Stone Gap-Appalachia and Radford-Pulaski) continue to 
suffer from a heavy labor surplus. From the record of State and local activities 
to date, it is evident that the resources available to these local groups are in- 
sufficient. The problems transcend local capacity and State boundaries. 

Federal cooperation and suppert such as is provided under the Douglas bill 
are needed to supplement the efforts of the State and local communities. 


TaB_e I.—Usual labor supply classification of areas of substantial labor surplus in 
Virginia,! 1953-57 











Year class- 
Labor market area ified as 1953 1954 1955 1956 1957 
surplus ? 
Big Stone Gap-Appalachia.__..................-.- 1953 8 Ss 8 S 8 
Radford-Pulaski...................-- RS fhe ay Ee 1954 NC s Ss S s 
Richlands-Bluefield 3__........_--- RE) BS 1954 NC NC-S'|S8 8 8-NC 




















1 All 3 areas classified as smaller areas. Smaller areas are classified “‘S” if unemployment is 6 percent 
or more. 

? Current classification system instituted in 195). 

§ Classified in June 1954 and not classified since July 1957. 

NC—Not classified. 


Source: U.S. Department of Labor. 


Tas_eE II.—Number unemployed and percent of civilian labor force unemployed in 
Virginia, 1954-57, by substantial labor surplus area 



































Average number unemployed | aioe percent of civilian 
labor force unemployed 
Labor market area week 
| 
1954 | 1955 | 1956 | 1957 1954 | 1955 | 1956 | 1957 

ee Sa eee eee 61, 300 | 52, 500 45,200 | 48, 100 4.71; 3.9] 3.2 3.4 
Big Stone Gap-Appalachia___._._.. 4,200{ 3,400, 1,900; 1,900/ 200/158! 90) 91 
Radford-Pulaski.................... 4, 200 4, 100 3, 200 3, 000 9.0} 8&9] 7.0 6.6 
Richlands-Bluefield -.............-- 4, 500 2, 800 1, 900 11, 500 15.7 9.4 6.0 | '4.7 
3 surplus areas combined - - - -- 12, 900 10, 300 7, 000 6, 400 14.9 | 11.4 7.3 6.8 
Remainder of State... .............- 48, 400 42, 200 38, 200 41, 700 40|} 3.4) 3.0 3.2 
Percent of State total in 3 surplus 1D pha 
RE ee A I a 21.0 19.6 15.5 SOAP ttc cc dthecgnel ae teinciike 

| 























! Not classified as an area of substantial labor surplus since July 1957. 
Source: Virginia Unemployment Compensation Commission. 








102 AREA REDEVELOPMENT ACT 


TaBLe III.—Average weekly number of continued unemployment compensation 
claims, and claims volumes as a percentage of unemployment compensation covered 
labor force, in areas of substantial labor surplus in Virginia, 1954-57 























Continued unemployment compensation claims 
« 
As & percentage of unemploy- 
Labor market area Average weekly number ment compensation covered 
labor force 
1954 1955 1956 1957 1954 1955 1956 1957 

State total..............-. ----| 20,493 12, 440 10, 915 13, 270 3.6 2.2 1.7 1.9 
Big Stone een eeatie. 1, 551 491 411 547 20.0 6.8 5.1 6.1 
Radford-Pulaski_.._...____.- 1,741 776 620 793 7.7 3.6 2.8 3.5 
Richlands-Blueneld ee ee 1, 828 452 352 1363 | '14.1 3.6 2.6 12.1 

3 surplus areas com- 
BE ae 5, 120 1,712 1, 383 1, 703 13.9 4.7 3.5 3.9 
Percent of State total..._.__. 25.0 13.8 12.7 Ef ae ps Lee ek ee 





























1 Not classified as an area of substantial labor surplus since July 1957. 


Source: Virginia Unemployment Compensation Commission. 


TaBLEeE IV.—Unemployment compensation benefits and public assistance payments 
in areas of substantial labor surplus in Virginia, 1954-57 












































[Thousands of dollars} 
1954 1955 1956 1957 
TOTAL 
State total ___ _- Bova peckt akan en paeienenall 23, 781 17, 248 16, 331 20, 264 
I Rg ahs ito, Oe cs ca SERED moe wbecnt wn 4, 598 2,012 1, 737 2, 339 
Remainder of State...............-.......- rR tod Re oe 19, 183 5, ‘ 17, 925 
Percent of total in 3 surplus areas...._...........--.-.--------- 19.3 11.7 10.6 11.5 
UNEMPLOYMENT COMPENSATION BENEFITS 
Re in cide acids aoe hak ndhs Grdbebukdccdnsuceenuhehls 16, 735 9, 872 8, 732 12, 089 
TES. oc. Seana: | SR SP amt eas 3,872 1, 237 919 1, 443 
ND ahi in nn alnccnsdteewkckdesspeewwcncivene 12, 863 8, 635 7, 813 10, 646 
Percent of total in 3 surplus areas. ...__..-- sh ininmicindinaed aka te 23.1 12.5 10.5 11.9 
PUBLIC ASSISTANCE PAYMENTS 
I clei ron deg LEE sy dniedtle cbvbnccncene 7, 046 7, 376 7, 599 8, 175 
ES SS Se ee Sh ES oe ee 726 775 818 896 
SREY ITA EET es I ae 6, 320 6, 601 6, 781 7,279 
Percent of total in 3 surplus areas_-__.....-- Sieh shew et eieingi 10.3 10.5 10.8 11.0 





Source: Virginia Bureau of Research and Statistics; Virginia Unemployment Compensation Commission 
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TaBLE V.—Annual average number of recipients of public assistance and their 
percentage of population in areas of substantial labor surplus in Virginia, 1953-57 





Number of recipients of Percentage of population 
public assistance receiving public assistance 
Labor market area 





1953 1954 1955 1956 1957 | 1953 | 1954 | 1955 | 1956 | 1957 





State total. ............ 46,490 | 50,710 | 50,588 | 49,827 | 50,058 | 1.3/) 14) 14] 13 1.3 











SURPLUS AREA 

















Big Stone Gap- Appalachia... 1,559 | 1,901] 1,898] 1,862] 1,837] (1) (1) () 4.7 3.5 
Radford-Pulaski_-.-_.........- 1, 794 1, 944 1, 994 1,949 | 2,084 (@) () (!) 1.5 1.5 
Richlands-Bluefield----...-.-- 1,893 | 3,053 | 2,284 2; 328 | 2,268) (}) (@) Q) 1.7 1.6 
3 surplus areas combined.| 5,246 | 6,898 | 6,176 | 6,139 | 6,189 |.....-|...-..}....-.]..-.--]--.-.- 
Remainder of State ..........| 41,244 | 43,810 | 44,412 | 43,688 | 43,007 PRS) ER A. RN, ? 
Percent of total in 3 surplus eis 
a SE epee Aes 11.3 13.6 12.2 12.3 (Ca ae Se Seo a ees: 



































1 Not available. 
Source: Virginia Bureau of Research and Statistics and University of Virginia; Bureau of Population 
and Economic Research. 


TaBLeE VI.—Number of claimants who exhausted their unemployment compensation 
benefits in areas of substantial labor surplus in Virginia, 1953-57 




















Labor market area 1953 1954 1955 1956 1957 
0 EES eae eee ES 17, 765 28, 806 33, 576 21, 502 21, 558 
Big Stone Gap-Appalachia-.-_-- snesndesyh nines ® 296 1, 564 690 364 555 
INE fe Ue ale So ndnngnthennocdimdues 802 3, 167 1, 493 811 859 
SS ins Sa ine annacionsesesnunpex ss 1, 343 2, 159 1, 020 386 1 362 
3 surplus areas combined. ...-.............---- 3, 441 6, 890 3, 203 1, 561 1, 776 
NS EE EE Seer ere 14, 324 21, 916 30, 373 19, 941 19, 782 
Percent of total in 3 surplus areas............-...--.-- 19. 4 23.9 9.5 7.3 8.2 




















1 Not classified as an area of substantir] labor surplus since July 1957, 
Source: Virginia Unemployment Compensation Commission. 


TaBLe VII.—Estimated population and net anenge from 1950 to 1957 in substantial 

















labor surplus areas in Virginia 
Population Change 
Area 
1950 1957 Number | Percent 
SR eS ee ny ea a eS 3, 318, 680 3, 866,656 | 547,976 16.5 
Big Stone Se sees hs ibd choca Sitar denser rs eNeaiadcdi 88, 127 78,921 | 1—9, 206 —10 
DS A REET LEAL LE ET 126, 634 134, 007 7, 373 6 
ilk owes causes at adtiag iden cosine 133, 471 142, 250 8,779 7 
3 surplus areas combined..................-..---- 348, 232 355, 178 6, 946 2 

















“Tae of Norton, with population of 5,062, separated from Wise County as an independent city on Jan. 1, 
1954. 


Source: University of Virginia. 
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TaBLE VIII.—Employment in selected Virginia industries, 1947-57 














Coal Textile Coal Textile 
mining | manufac- mining | manufae- 
turing turing 
OES = NE ee = ee ee | Re a | Re eee eae 14, 800 37, 800 
CE EE EES |S 4 Mite RE. SS a: Cea 15, 800 38, 200 
ar eee ba at. ote ee Uandeticaesesavnenss 18, 100 37, 900 
Of ae ie. 22, 200 |... See Me ond eden dtcdvadaseak 19, 000 36, 900 
i ER ES A. 22,100 |........-..]| Net change: 

ALTE TE RS ee ARS. 21, 500 41, 300 Ss a ee ly ee" 
Og Ee CREEL 2 Ee 18, 200 40, 600 ee ee eee CARS. ST —4, 400 























Source: Virginia State Department of Labor and Industry. 


TaBLe IX.—WNet value of military supply procurement actions of $25,000 or more in 
labor surplus areas, Virginia, 1953—June 1957 


[Thousands of dollars] 





Labor market areas 


All actions ! 


Actions placed as a result of 
preference ! 





























1953 | 1954 | 1955 | 1956 1957 1953 | 1954 1955 | 1956 | 1957 

Big Stone Gap-Appalachia___}_....._-. 0 770 | 495 eee 0 43 78 0 
Radford-Pulaski.............|.-...._- 32 | 21,893 | 132 oe j;..... 0 0 0 0 
Richlands, Bluefield. ........}.......- 0 252 839 a ee 0 22 131 229 
+ i eS REL | 32 | 22, 915 | 1,466 | 1,759 |.....- 0} 65| 209| 29 








1 Net value of all procurement actions for the period of time each area was a designated labor surplus area, 
Source: Office of Assistant Secretary of Defense, August 1957. 


TaBLE X.—Degree to which total manufacturing shipments were accounted for by the 
largest 2 companies, by county, Virginia, 1954 














Number of manufacturing employees 
Percent of county’s value of shipments accounted for by 2 largest 
companies 
Less than} 1,000 to | 10,000 or | Total 
1,000 9,999 more 
Virginia: 
Less than 50 percent __..._....-- ate SE Ga a or «see 27 20 2 49 
a rt se aiaal i aad 31 15 2 48 
Ser I ewe een an 16 16 1 33 
i a ee 74 61 5 130 

















Source: U.S. Bureau of the Census. 


Taste XI.—Manufacturing plants esiablished, 1953-57, and operating in 1958 
employment in early 1958,' by substantial labor surplus area, Virginia 














Number of plants Employ- 
Labor market area ment, 
February 
1953 1954 1955 1956 1957 5 

ESE BEY ae RS ec 42 53 35 39 35 19, 465 
Big Stone Gap-Appalachia..............-........... 0 1 2 0 0 40 
SRE RSE SEIS SE RE ORT 2 3 1 4 0 718 
EAT ar ee 3 1 1 1 2 725 
3 surplus areas combined__-. 5 5 4 5 2 1, 483 
eee ee eee 11.9 9.4 11.4 12.8 5.7 7.6 























1 Does not include all firms; only those coming to the attention of the division of planning and economic 


development. 


Source: Virginia Division of Planning and Economic Development. 
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AREA REDEVELOPMENT Fact SHEET No. 10—OHIO 


Two labor market areas in Ohio have suffered chronic distress and would 
therefore be eligible for assistance under the Douglas area redevelopment bill. 
They are Portsmouth-Chillicothe and Springfield. Seven additional labor mar- 
kets are now in the labor surplus category and in a condition of prolonged 
unemployment would become eligible for such assistance. In addition, four low- 
income counties are likely to be qualified for assistance for redevelopment under 
the rural section of the bill. The State as a whole currently reports a rate of 
unemployment of 8 percent of the insured employees. 

The chronic nature of these unemployment and underemployment problems 
makes it vital that these communities be assisted in rebuilding their economic 
structure in order that they create a permanent condition of economic good 
health. These problems will not be surmounted by a general upswing in busi- 
ness throughout the country. The depressed urban and rural areas will not 
benefit from a general reduction in the level of unemployment. They will be the 
last to feel the tides of expansion. To hasten the process of recovery and bring 
them back into the mainstreams of American economic life, these communities 
must receive specific help. 

The distressed communities need assistance in diagnosing their problems, 
organizing their community leadership in addition to the commercial interests, 
financal assistance to improve their facilities, and, finally, aid in bulding ade- 
quate industrial sites. They can obtain such assistance from the organization 
and funds which will be available under the area redevelopment bill. 


I. LABOR MARKETS IN OHIO 


The State of Ohio has 10 major and 13 smaller labor markets which cover a 
population of 7,141,900, or 79.3 percent of the State total. There are in addi- 
tion very small labor markets’ which have not been defined but should be 
studied at the earliest possible date. Below is a list of the major and smaller 
areas with the number of counties shown in parentheses: 


Mej r areas: Smaller areas: 
Akron (1) Defiance (3) 
Canton (1) Athens-Logan-Nelsonville (2) 
Cincinnati (1) Cambridge 
Cleveland (2) Findlay-Tiffin-Fostoria (2) 
Columbus (1) Lima (1) 
Dayton (2) Mansfield (1) 
Hamilton-Middletown (1) Marietta (1) 
Lorain-Elyria (1) Newark (2) 
Toledo (2) North Philadelphia-Dover (3) 
Youngstown (2) Portsmouth-Chillicothe (4) 


Sandusky-Fremont (4) 
Springfield (1) 
Zanesville (2) 


Of the remaining 47 counties in the State, 38 had urban places and 9 had 
none. Most of these counties are part of very small labor markets. 


A. Distressed labor markets 


The two chronically distressed labor markets are Portsmouth-Chillicothe and 
Springfield. The former includes the counties of Jackson, Pike, Ross, and Scioto 
in the southern part of the State and the latter includes only one county (Clark) 
in the southwestern part of the State. 

Portsmouth-Chillicothe.—This area had a population of 212,000 in 1956. Un- 
employment is now rated at over 10 percent. It had a labor surplus from May 
1952 through July 1953 and again was placed in this category in July 1957. 
Economic difficulties first developed with the completion of new construction 
projects. But subsequently difficulties developed in the leather industry, with 
a large shoe plant closing in May 1957. The area’s reliance on the steel industry 
has seriously impeded recovery. It is held back by the general depression, the 





4“Very small labor markets” are those which do not meet the size requirements for 
classification as a “smaller labor market area” by the Bureau of Employment Security, 
viz, civilian labor force of 15,000 and nonagricultural employment of 8.000. 
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low level of income, and the lack of industrial diversification. The income in 
these counties is relatively low. Three of the four counties had per capita 
income averages of less than $1,000 in 1950 as compared with a State average 
of $1,588. 

Springfield.—Conditions in this community are even worse. The area has a 
population of 125,000. Economie difficulties began in May 1954 and continued 
through July 1955. The labor surplus appeared again in January 1957. The 
principal cause has been the closings of local printing facilities due to the loss 
of contracts for printing several national magazines. The area has not attracted 
new industry in a volume sufficient to offset this striking loss. The figures 
for February 1958 indicates that the unemployment rate in this labor market 
was 14.1 percent. 

Other surplus labor markets.-—Other areas have been classified as labor surplus 
from time to time. Most of these have not been seriously affected by the cur- 
rent recession. Where local distress is continuous there is a danger of chronie 
depression. In some‘instances the distressed condition has been relieved by out- 
migration. In other areas, it results from the closing of plants which are later 
replaced by new ones. In any event, the industrial expansion throughout the 
State has previously attracted large numbers of displaced workers. But with 
the current reduction in industrial expansion, local unemployment will become 
chronic since alternative employments in other communities are not likely to 
appear at any early date. 














Labor market | Period of labor surplus Causes 
— —o | aie 
Major areas: | 
SNS: cubes « Suu tek a twas | June 1954 to need 1955. | Production cutbacks in steel and foundries. 
January 1958... =f .| Cutbacks in steel foundries and machinery. 
Lorain-Elyria.-...........|---.. ees ttc cutee s Cutback in steel, primary metals, and 
transportation equipment. 
Toledo. -..-- Je Spe Re. March 10954 to March 1955...) Sharp cutbacks in automobiles. 
DRO ROB s.0 nc seb ocscc...0 Sharp cutbacks in automobiles, metals, 
metal products, and machinery. 
Se fo 2 4 Cuthack in steel; other industries slack. 


Smaller areas: 
Athens-Logan-Nelsonville.| November 1952 to March 1953..| Coal-mining decline causing long-term 
unemployment. Some _ diversification 
and outmigration relieved conditions. 
February to November 1955_| Other local industries continue to contract. 
Outmigration again relieves situation. 





ae January to November 1955_.| Closing of several local plants. 
DORPON BeOs.5..~ secs annss Cutbacks in electrical machinery and fab- 
ricated metals. 
pS en ee February 1958............... ge auto foundry and appliance cut- 
Findlay-Tiffin-Fastoria__._| June 1954 to March 1955___-- Large reductions in machinery, apparel, 
rubber, and glass plants. 
POMOEIRE. 5. ccpie sbi nn SS eee! ae Losses in employment in metal, machinery, 


and rubher. 

This community was hurt by completion 
| of 2 large construction projects, removal 06 
a gasket manufacturing plant and cut- 
back in furniture plant. Only outmigration 

and commuting save area from chronic 
unemployment. 
Extensive layoffs and losses through plant 
closing. 
New Philadelphia-Dover__| February to July 1955___.-_- | Heavy losses in coal mining due to mecha 
nization and reduced demand. Cut 
backs common. 
Sandusky-Fremont.___._-- June 1954 to March 1955__ --| Cutbacks in machinery. 
PIU obs cadcn nccse | | February to July 1955 _.._-. Mining and electrical cutbacks. 


I Boiss cr poncseuiiy January to November 1955-- 





ey ee eee June 1954 to March 1955_- 








While there are only two labor market areas in the State actually chronically 
distressed, there are a number which have suffered major contractions in employ- 
ment due to the shrinkage in the employment opportunities in mining as well as 
the closing of manufacturing plants. The areas which could become chronically 
distressed would include the Athens-Logan-Nelsonville, Cambridge, Marietta, 
New Philadelphia-Dover, and Zanesville. 


II RURAL UNDEREMPLOY MENT 


Four counties in which the people are living at substantially or seriously low 
levels of living according to the U.S. Department of Agriculture, would be 
eligible for Federal assistance in rural redevelopment under the Douglas bill. 
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They are Lawrence, Adams, Holmes, and Vinton. Only the first has an urban 
place. These are located in the southern part of the State, except for Holmes 
which is in the middle of the State. 

The degree of underdevelopment is indicated by the low ratio of nonagricul- 
tural employment to population in these counties. While the average ratio 
is 33 persons per 100 in the population for the State as a whole, the ratio for the 
4 counties ranges from 7 to 16 (table I). The per capita income for the State 
was $1,822 in 1955 but in two of these counties the income was below $1,000. 
They ranged from a low of $832 for Vinton to a high of $1,207 for Lawrence. 

The level of living index of farm operator families for the United States in 
1954 was 140, and for the State of Ohio, 160, but in the 4 low-income counties 
the index ranged from 102 for Holmes to 124 for Lawrence. The proportion of 
farms with phones in these counties was relatively low. Compared with a State 
average of 71.6 percent, they ranged from 28.3 to 40.1 percent for these counties. 
With a State average of $4,800 for products sold or traded per commercial farm 
in 1954, three of the four low-income counties had much lower production levels. 
The lowest county average ($1,000) was recorded by Lawrence (table II). 

The population of these rural areas is not sharing in the benefits of our 
economy. Their economic development has hardly begun. Beset by discourage- 
ments and the shackles of poverty and low living standards, these people cannot 
be expected to rise through their own efforts. 

The Federal redevelopment program can provide the assistance which will 
stimulate these areas to attain the prevailing American levels of economic 
well-being. 


Tas_Ee I.—Population, nonagricultural employment and per capita income in 4 
low-income rural counties in Ohio 











Population, 1956 Nonagricul- 
tural em- Per 
County or area ployment capita, 
. Percent per 100 per- | income 
Number change sons ! 1955 
from 1950 
8, 774, 200 13.3 33 $1, 822 
21, 700 5.9 ll 969 
20, 200 7.7 9 1,087 
52, 300 6.5 16 1, 207 
11, 100 10.3 7 + 832 




















1 Employed in OASI-covered industries, 1953, compared to 1950 population. 


TaBLe II.—Level of living, value of products sold, and low-production farms in 4 
low-income rural counties, Ohio, 1954 


























| 
Average Commercial 
Percentage of farms with— value of farms under 
products | $2,500 products 
Level of sold or sold 
County or area living index traded 
| (1945 = 100) per farm 
| Elec- Tele- Auto- (thou- Per- 
tricity phones biles sands of | Number| cent 
| dollars) 
a —_ 
a 140 93.0 48.8 88.9 5.2 |1, 225, 775 36.8 
=n | SSRIS tos 160 97.0 71.6 85.6 4.8 36, 29.5 
Ohio counties: 
LE al débnwccantous 121 93. 6 28.3 76. 5 2.8 1,040 54.3 
INL, duinoke bddiiwadinacaae | 102 58.8 37.3 52.7 4.8 335 18.9 
EATER datiiwonnncncwat 124 98.3 40.1 62.8 11 395 60. 6 
WeNeONe ss seth dois cs 103 95. 5 31.0 64.7 1.2 150 54.9 
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AREA REDEVELOPMENT Fact SHEET No. 11—VrirGinia: VERY SMALL LaBorR MARKET 
AND RURAL AREAS 


The people in 49 Virginia counties, located in very small labor market and rural 
areas,’ are living at substantially or seriously low levels of living as classified by 
the U.S. Department of Agriculture and may be eligible for Federal assistance to 
improve their economic situation under the Douglas area redevelopment bill. 
Twenty-two and one-half percent of the State’s population is to be found in these 
counties. Adding the 12 counties in the distressed urban labor markets, we 
get a total of 61 counties, out of a total of 98 in the State, with 52 percent of the 
State’s population desperately needing assistance and eligible for aid under the 
bill to lift the standards of living and develop fully productive employments for 
these people. (See Area Redevelopment Fact Sheet No. 9 for details on urban 
labor market areas. ) 

The people in the 49 co. nties of very smail labor market and rural areas have 
not enjoyed the benefits oi national economic expansion. Their incomes have 
been low ; they have only the most meager opportunities to supplement their low 
incomes, 

A prosperous United States depends not only on the correction of the condi- 
tions creating distress and unemployment in urban areas but also on improve- 
ment in the economies of our underdeveloped, marginal, very small labor market 
areas and rural counties with which this fact sheet is concernea. 

Local and State agencies in Virginia have not been able to find a solution to 
the problems of underdevelopment. They do not have the resources and the expe; 
riences with which to undertake the huge task confronting them. They must 
have the help of the Federal Government. 

Some voluntary efforts of modest proportions have been initiated under q 
Department of Agriculture program of rural redevelopment. But they can only 
engage in very modest projects because they have very limited funds for essen- 
tially large jobs of area employment expansion. Assistance to the individual 
family farmer may relieve the extreme distress but the vital need is to undertake 
extensive stimulation of the economy of these regions. Funds and manpower for 
such efforts must be supplied to a larger extent by the Federal Government. 

Federal agencies must provide help to develop the blueprint for economic recov- 
ery, rehabilitation, and redevelopment. Organized community effort can then 
flourish under the stimulation of the technical aid provided by a corps of experts 
reporting on the needs of the area. Grants and loans must be provided to local 
areas to develop the public facilities necessary for economic advances, Finally, 
financial aid is essential for the construction of adequate industrial sites and 
buildings. Such economic expansion will be a boon to the entire Nation. Through 
such efforts the underemployed will make their rightful contribution to American 
prosperity and create new markets for Aynerican industry. 


I. LOW LEVELS OF LIVING IN VERY SMALL LABOR MARKET AREAS 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Virginia. In areas where more than one- 
half of the population are in urban communities, substantial proportions of 
the work force are employees. In them, unemployment provides a direct test 
of distress. When people are unemployed they receive no income. When em- 
ployed, they are earning income. It may be insufficient, but we now have 
Federal and State fair labor standards which are setting floors on such in- 
come. 

But the economic distress of the self-employed and farmers cannot be tested 
by unemployment. The most accurate determinant of their distress is the 
degree of underemployment and the adequacy of family income. The stand- 





1 Very small labor market areas are those which do not fulfil] the requirements for 
classification by the Bureau of Employment Security as a “smaller labor market,” ‘e., 
having a labor force of at least 15,000 and nonagricultural em ployment of at least 8,000. 
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ard of living in these communities provides us such a gage of the adequacy 
of their economic development. The U.S. Department of Agriculture has classi- 
fied the counties of the United States on the basis of standard of living. 

The farm operator family level of living index of the U.S. Department of 
Agriculture provides us with a yardstick for measuring the standards of liv- 
ing in the 49 Virginia counties which are outside of urban labor market areas 
and have more than half of their populations in rural areas. 

The farm operator family level of living index reflects the average level of 
eurrent consumption or utilization of goods and services. It is not identical 
with an income or expenditure level, which is more appropriate for urban 
areas. The measure is an index for an entire county which can be compared 
with those of other counties in the United States. The farm operator family 
level of living index includes (1) percentage of farms with electricity, (2) per- 
centage of farms with telephones, (3) percentage of farms with automobiles, 
and (4) average value of products sold or traded in the year preceding the 
index (adjusted for changes in purchasing power of the farmer’s dollar). 

In classifying the counties, we followed the U.S. Department of Agriculture 
low-income classifications which placed farms in the low-income category on 
the basis of three criteria: (1) farms which average less than $1,000 residual 
farm income to operator and had farm operator family level of living index 
below the regional average and 25 percent or more of commercial farms classi- 
fied as “low production,” (2) average farm operator level of living index 
was in the lowest fifth for the Nation, (3) 50 percent or more of the com- 
mercial farms were classified as “low production.” Areas meeting all three 
eategories were classified as serious low-income counties; those meeting any 
two of the criteria were classified as substantial low-income counties; those 
meeting one of the criteria were classified as moderate low-income counties. 
In 1954 the average county index for “scrious” was 90; for “substantial,” 
111, and for “moderate,” 126. In this survey we have included all counties 
which have an index of less than 126 as being low-income counties probably 
qualified for assistance under the Douglas area redevelopment bill. 


A. “Substantial” and “Serious” low levels of living 


In 49 out of the 77 counties in the very small labor market areas and rural 
counties the people are living at substantial or serious low levels of living. 
These counties had 22 percent of the total population of the State and 40 per- 
cent of the-population outside of the large and small labor market areas. 

1. Levels of living.—The average farm operator family level of living index 
for the United States was 140 in 1954, 122 in 1950, and 100 in 1945. In 1954, the 
average for all counties in Virginia was 119. Among the 49 counties with the 
serious and substantial low levels of living, the unweighted average was 107. 
The lowest level was in Scott County which had an index of 70. The number 
with indexes under 75 was 1; indexes of 75 to 90, 1; 90 to 100, 11; 100 to 111, 
16; and from 111 to 126, 20 (table 11). 

2. Per capita income.—The low levels of actual cash income in these areas is 
further amplified by the data on average per capita disposal income. While 
the U.S. per capita disposable income in 1956 was $1,708, the average for the 
State of Virginia was $1,451. The unweighted average for the 49 counties was 
$927, or 46 percent below the national average and 36 percent below the State 
average. Only 1 of 49 counties had a per capita income in excess of the State 
average. The lowest per capita average appeared for Charlotte County with 
$651. The distribution was as follows: Counties with per capita income of less 
than $700, 4; $700 to $800, 10; $800 to $900, 12; $900 to $1,000, 12; $1,000 to 
$1,100, 1; and over $1,100, 10. 

3. Inadequacy of nonagricultural employment.—One measure of the under- 
development in these areas is the small number of nonagricultural jobs. Data 
on this subject were available for 40 of the 49 counties under scrutiny. These 
40 accounted for 18 percent of the State’s total population, but they comprised 
only 9 percent of its nonagricultural employment. In the State as a whole 
there were 20 nonagricultural jobs for each 100 persons in the population in 
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1953. The unweighted average for these 40 counties was 10 jobs. The dis- 
tribution of the counties by number of nonagricultural jobs per 100 persons in 
the population was as follows: 2 or 3 jobs, 5; 4 or 5, 4; 6 or 7,1; 8 or 9, 10; 
10 or 11, 6; 12 or 13, 3; over 13, 11. The county with the highest number was 
King William with 21 nonagricultural jobs per 100 persons in the population. 

4. Percentage of farms with value of products sold or traded under $2,500.— 
The unweighted average percentage of farms which earned less than $2,500 on 
products sold or traded in these 49 serious and substantial low-levels-of-living 
counties was 59 percent. This compared with 57 percent for the State as a 
whole and 36.8 percent for the United States. The counties with the highest 
percentage of farms below $2,500 were Mathews and Scott Counties with 93.3 
percent. Following was Carroll County with 87.4 percent. The remaining coun- 
ties were distributed as follows by proportion of farms where value of products 
sold or traded was less than $2,500: Between 70 and 80 percent, 3; between 
60 and 70 percent, 20; between 50 and 60 percent, 12; between 40 and 50 per- 
cent, 7, and under 40 percent, 4 (table II). 

5. Percentage of farms with electricity—In the United States 93 percent of 
the farms had electricity. Virginia as a whole was nearly up to that level with 
91.7 percent. The unweighted county average of these 49 counties was 88.9 
percent. There were 4 counties with 70 to 80 percent of their farms having 
electricity, 21 with 80 to 90 percent, and 24 counties with 90 percent or over. 

6. Percentage of farms with telephones.—The low proportion of farms with 
telephones is indicative of the low standards of living. While the U.S. average 
is 48.8 percent, the average for Virginia is 33.6 percent and the unweighted 
average for these 49 counties was 26.8 percent. The highest percentage of farms 
with telephones was in Highland County with 56.1 percent. The distribution 
of the remaining counties was as follows: counties with more than 30 percent 
of farms with telephones, 21; with 20 to 30 percent, 10; with 10 to 20 percent, 13; 
with less than 10 percent, 4. 

7. Percentage of farms with automobiles.—Automobile ownership adds con- 
siderably to the standard of living, as it opens new horizons not otherwise within 
reach. Of course, if income is inadequate to maintain and operate the auto- 
mobile, it is of little use, but the proportion of automobile ownership is a gen- 
eral indication of living standards. Department of Agriculture declares that 
“farm families with automobiles are more likely to be able to take advantage 
of various services located away from the farm, such as health facilities, libraries 
and recreation, than those who do not own automobiles.” The proportion of 
farms with automobiles in the United States was 88.9 percent whereas in the 
State of Virginia the ratio was 60 percent, and the unweighted average among 
these 49 counties was 60.4 percent. The counties were distributed as follows 
as to the percentage with automobiles: In 28 counties 60 percent or more of the 
farms had automobiles, 14 counties had 50 to 60 percent, 5 counties had 40 
to 50 percent, 1 county with 30 to 40 percent, and 1 county had less than 30 
percent. Scott County had the lowest percentage with 29.6. 

8. Decline in population Considerable outmigration existed in 7 of the 49 
counties. While the population of the United States increased by 13 percent 
between 1950 and 1957, the rise for Virginia was 16.5 percent. A net decline 
took place in seven of these counties. The unweighted average increase for 
the remaining 42 counties was 8.5 percent. The distribution of the percentage 
increases in population was as follows: Under 5 percent, 19 counties; between 
5 and 10 percent, 16 counties; between 10 and 16.5 percent, 2 counties; and 
over 16.5 percent, 5 counties. 


II. LOW-INCOME CLASSIFICATION 


The area redevelopment bill provides that aid is to be given to 300 rural 
counties with “the largest number and percent of low-income farm families” 
and where there exists ‘substantial and persistent unemployment.” 

In order to select the counties and economic areas which should secure 
immediate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
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highest percentages of farms earning less than $2,500 on products sold or traded 
and to focus on those counties which appear on both lists. A list of 500 counties 
in the first category and another list of 500 in the second category were de- 
veloped and from these was derived a list of 315 counties which met both of 
these conditions. A total of 17 counties were in 1 of these 2 lists. In the 
list of 315 for the United States, 8 counties of the 49 under consideration are 
to be found (table III). 


Ill. BASIC CAUSES OF SUBSTANDARD LIVING STANDARDS 


Depressed living conditions in the very small labor market and rural areas 
are the result of insufficient land and capital, the improper choice of farm 
product, and the absence of adequate off-farm employment opportunities. To 
promote the economy of such an area it is necessary to redesign it in order to 
assure a base for further development. The above conditions themselves handi- 
cap the area in dealing with its own problems, because the population is 
without the wealth and experience and resources on which to build a sound 
economy. 

IV. EFFORTS AT AIDING SUBSTANDARD AREAS 


A. Federal rural development program 

The rural development program is a long-range cooperative effort built around 
local efforts and Federal technical aid for substandard counties. The program 
was initiated in June 1955. The primary responsibility for coordinating the 
effort rests with the Department of Agriculture. 

At present only two Virginia areas are being assisted. They are Carroll 
and Cumberland. The program emphasizes the need of improving the eco- 
nomic base of low-income rural counties by increasing productivity of low-in- 
come farmers in commercial agriculture, increasing the productivity and 
prospects of nonfarm jobs by encouraging new industry in these rural areas, 
and raising the social and economic standards within the area. 

This Federal program enjoys limited funds and depends primarily upon 
voluntary effort. It cannot provide the extensive technical assistance re- 
quired for the thorough economic study of rural areas leading to redevelopment. 
It can provide no funds for the construction of new local public facilities or 
for the construction of industrial plants if such may be required in order to 
stimulate industrial development. 


B. State and local programs 
We have already indicated the limited nature of State and local efforts in 
Virginia and the difficulty of expecting sufficient expansion in the light of the 
limited resources of this State. 
V. CONCLUSION 


The population of the very small labor markets and rural areas in Virginia 
is not sharing in the benefits of our economy. Their economic development 
has hardly begun. Beset by the discouragements, the shackles of poverty, and 
low living standards, the people cannot be expected to rise through their own 
efforts. The present programs are inadequate. 

Average per capita income in Virginia is not rising at the same rate as in 
the remainder of the country and is held back by the absence of a sound base 
for economic expansion and by its low income. Both urban and rural areas 
are handicapped by these conditions. The Federal Government can provide the 
assistance which will stimulate this area to attain the prevailing American 
levels of economic well-being. 
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TaBLeE I.—Population, nonagricultural employment and per capita income in 49 
low-income rural counties, Virginia 


























| Population Nonagri- 
sain ast en Oe cultural Per 
employment capita 
Percent per 100 income, 
Number | change persons, 1956 
1957 | from 1950 1953 | 
| 
os oe aageationenenes 3, 866, 656 | 16.5 20 1, 451 
ES EES 2 ee te Sk ee Oe pe 8, 302 | 5.0 7 755 
Cn Sted oneouinth 21, 325 4.9 4 834 
IE cn cmndeirdibink hmcghiwe vdnbichtnapatses 9, 166 4.6 12 905 
AA PSE SP EE SE ere a a 32, 119 8.4 10 930 
RE EE a a eee 20, 409 1.4 4 756 
SET NE eee eee 12, 331 3 5 731 
ot SE Sei eS. ASE Se | 35, 950 24.5 (2) 1, 376 
See URE dain isn cd nachibouwn.aicdladete 12, 689 ae S 848 
0 ESSE A Ae RET eT | 25, 794 | 7.1 14 757 
Si uc: WAS 15, 333 | 9.1 9 651 
| pthc i i! Pa ial | 7,051 —2.8 3 696 
Dinwiddie-__-_._- | LE RE A | 21, 096 12.0 (2) 1, 133 
| 8 a ee a ee a 6, 777 3.8 15 823 
EO ae eee 11, 264 8.9 a) 885 
ltr LES SS ig sl ERIE Saar gE Se TE | 17, 006 —9.2 14 901 
AS ERENM. s= SSARESS OF SERENE Seceee 5, 240 10. 4 2 752 
ESET Tee EMS EF iS cstees 17, 744 8.7 18 873 
Te =i chee Gacalecnmterc ous opie tiemaniete 43, 143 4.1 11 794 
NS ce ane hited cites dite kena Retinal Mdecw a dere | 27, 357 24. 4 y 1, 101 
es oS eg nakenbas cewec cnt | 37, 947 21.6 (2) 1, 197 
Ne Ok nna cdouctdinbebasunue 3, 738 —8.9 5 667 
ES EE Ee ee 6, 878 9.2 9 809 
ia cc etn genved poe el 6, 360 —5.2 3 1, 204 
EE. 36.4. winecenesbadupicnacccnskes 8, 046 6.0 21 985 
| Sa eee stein celina 9, 154 5.9 18 989 
es ASSES Sa ae ape eee 13, 768 7.3 13 748 
EAA = EE. DSS RE sat ET? 14, 680 4.0 9 964 
SESE SL SS Ee aoe es 8, 822 6.6 4 691 
RRR PS ECE ae Se ae eee 6, 741 —5.7 8 961 
OS PSE TE Pea eee 34, 149 1.9 16 945 
ETS SAR OS li 7 6, 927 3.2 9 899 
MS 5 ag eet | Se es 14, 053 0.1 10 719 
CS RE SOE 4, 360 9.1 (2) 888 
ESS REE SEEN se 9, 797 —2.1 10 940 
EE RS SS ee 15, 259 —1.4 16 1, 143 
ee 16, 363 4.5 S 777 
SARS NEES. - SS 2s EES 61, 838 9.4 (?) 1,151 
CS) re ere eae 15,770 2.4 16 1,061 
STS ES: CEE Ea 22, 865 60.8 (2) 1, 556 
Na a a EL. a A Re } 6, 235 0.7 20 916 
EL GRRE St Si ee eRe eae 25, 206 7.§ (?) 1, 246 
OE i Se ae a, 28, 253 2.2 3 764 
aslo nmeniin’ } 31, 095 3.0 18 880 
SS BESS. SE ae eae 26, 921 1.5 11 877 
ER SRS nel aie SE SR 14, 426 30.9 (?) 1, 405 
MS SSeS EE > Ser eee) ee | 6, 615 6.4 3 85 
i ethan wipe tealaind 13, 498 5.6 10 808 
REGS Sa a A pg RR EE TS 38, 304 2.0 (2) 952 
AOU ee ie cui onvoalas 10, 645 4.9 13 911 





1 Employees covered by old-age and survivors insurance program in mid-March 


as of 1950 


2 Figures not available, 


Sources: Population, University of Virginia and U.S. Bureau of the Census; 


1953 related to population 


Nonagricultural employ- 


ment, U.S. Bureau of the Census; per capita income, ‘‘Survey of Buying Power,”’ Sales Management. 
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Tarte Ii.—Leve! of living, value of products sold, and low 
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production farms in 49 


low-income rural counties, Virginia, 1954 




















| | Average |Commercial farms 
Level of | Percentage of farms with | value of | under $2,500 
County or area living | | products| products sold 
; "7 2S aS eee | row Be ea ere 
(1945= 100) | | | tradec 

Elec- | Tele- | Automo-| per farm | Number [Sashes 

tricity phones | biles 

PORINTIET dh i sGal Bae: | | | 

| | | Thousands} 
United States.............-...- 140| 93.0 48.8 | 88.9 | $5.2 {1, 225, 77 36.8 
State of Virginia. _............. 19! 91.7] 33.6 60.0 | 27} 40,735 | 57.1 

Virginia counties: 
I SE. ik oo rieniindibnnent 103 87.5 | 21.1 35. 5 | 3.0 | 278 53.7 
SE es 105 | 90. 2 38.1 51.1 | 1.5 | 256 65. 5 
Appomattox. _...--..--..-- 97 | 89. 3 | 14.5 | 58.1 | 2.0 | 400 62.5 
Eyre 113 | 93. 8 38. 4 60.0 | 1.7 | 910 68.7 
OT ER 99 88. 6 11.1 60.3 | 2.2 1, 191 60.0 
Buckingham..........--. 33| 71.9 | 12.1 48.5 | 2.0 | 463 | 69.6 
RON 3, osc 525. 112 95.3 26.4 65.1 | 2.1 | 696 61.3 
oS I Er 107 | 90.7 | 23.5 | 65.8 | 2 187 46.4 
+) See 92 | 92.9 | 19.3 | 42.5 | 8 | 1, 055 87.4 
RNIN. --nncgsnnenen 94 9.1} 67|/ 6.1] 23] Loo] 722 
ee ae 104 78.8 | 34.5 | 57.2 | 2. 4 | 410 67.3 
OO ee ee 105 90.4 | 25.1 55.8 | 2.9 | 465 43.7 
| 2103 72. 4 17.4 60.7 | 2.2 155 59. 2 
Gloucester. . - sda 121 92.4} 32.6 66. 1 | 1.7 | 151 62.1 
Grayson. .-. wes 96 02.8 28, 2 48.4 9 | 643 75.5 
Greene ote ae = 2114 84.7 17.7 49.4 | 2.0 | 145 66.8 
Greensville - 92 82.9 3.0 60.2 | 2.6 | 393 45.5 
Halifax...___- os 93 85.0 14.0} 52.1) 2.5| 2,641 66.6 
CONE a, in tien =H 124 89.6 39.3 73.9 2.6 396 57.8 
Henry. ---- dihbe 120 95.8 40.2 62.1 1.1 315 67.9 
Highland. .- : 3115 90.1 56.1 67.4 | 2.5 212 67.1 
King and Queen... _- 110 88.3 21.4 74.5 1.3 185 66. 1 
King George - - 2103 94.6 30.8 75.1 1.5 100 52.2 
King William 2121 93.0 37.2 72. 6 3.2 91 40.8 
Lancaster - - 2110 93.0 39. 0 72.9 1.8 70 43.5 
Louisa - -. % +e 114 87.9 39.1 63. 8 1.5 325 57.9 
Lunenberg. --- : . 94 88.9 10.1 55.8 2.3 956 7.8 
8 eet 2114 93. 0 45. 2 63.9 2.6 295 60.6 
ee, oe 2 103 95. 2 34.9 51.3 8 7 93. 3 
Mecklenburg _-------.. 96 88. 2 10.6 56. 2 2.4 1, 934 63. 2 
er eee 2103 79.1 19.4 68.3 2.5 50 39.4 
SOMERS SES Se 109 82.7 36. 6 53. 6 1.7 340 66.3 
2 ae eae 2121 96. 3 43.5 53.0 2.7 65 52.8 
Northumberland. _._-_--_-- 115 84.6 24.0 76.3 2.1 160 42.3 
eee eae 103 88. 4 12.1 66. 6 2.6 286 50.6 
PE ac ike araecine nai 20 92.1 17.0 42.5 1.4 727 67.0 
Pittsgivanis . ...<...2.c.-.. Ill 92.1 21.2 66.0 2.9 2, 396 50.8 
Prince Edward __..._.--- ne 95 87.9 7.8 58. 9 2.4 460 61.7 
Prince George-.............. 2124 85.9 33.0 77.8 2.7 240 62.0 
OS i ae 2110 82.9 37.0 56. 1 1.8 160 56.3 
Rockbridge. .-............. 123 95.3 48.9 69.0 2.2 145 47.5 
og RE ae 7 92.0 2.5 29.6 9 1, 745 93.3 
ON ee See 114 97.8 34.9 58.0 2.2 401 59.4 
Southampton ____-......-.- 116 89.3 18.5 68.4 5.5 496 36.0 
Spotsylvania___._.......... 113 90.3 39.3 64.3 1.5 147 54.2 
ON i ad is oem albgit 2124 86.6 34.5 74.6 4.7 206 38.1 
TEE ee Se 120 86.7 27.1 74.2 4.3 292 35.9 
TT 105 94.1 24.9 52.6 1,7 1, 947 75.9 
Westmoreland _ ......------ 110 82.4 34.3 62.4 2.5 190 50.3 























1 Indexes for farm-operator family level-of-living (U.S. average for 1945=100). 


? Combined index covers Essex and King George Counties. 


3 Combined index covers Bath (not shown in this table) and Highland Counties. 
Sources. Level of Living Index, U.S. Department of Agriculture; other, U.S. Bureau of the Census. 
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TaB_e III.—Classification of 49 low-income rural counties in Virginia amony list 
of U.S. counties with lowest level of living, highest percentage of low-production 


farms, and both, 1954 





County 





Classification ' 





500 U.S. counties 
315 U.S. coun. 





ties falling into 

With highest | both low living 
percent of level and low 

| farms having | farm sales lists 

living index | gross sales of 

| less than $2, 500 | 


With lowest 
level of 














Bedford... sciniwbae ates are ane a oF ‘ | 
Buckingham......-.... Jgtenowcs . ‘ib oes | X. 
Carroll. ....-- Se hare 1 ie /: ni ih'en 4p as 
Charlotte............-- mie a X.. -| X. 
 .. , a eee xX. x oes X. 
a 2 xX. ; ; 
Me cae ciinin ds stad die aire cow Soares ff \ it + | X. 
I Ge mak haiscstebivenigttn . = Aer ba 

SS a ae SED A oes | 
DE a ncindnve nce ; | CE SE An X. 
NGI oi. os che a'nn swe niahane bs ant’ Be oe 

Es leh nde uty tenn din 2655S acpncatepacsindil Shonds : se 
Patrick - Mhien patchiw 0c a1mo yee Ee x. > 
Prince Edward......------._ ACL EIR fa Saat SNES Sal 
Scott. enh datn - <realinbints «thesis cwiep dkieinsiteyhal Uinenkuse~e- ie & X. 
INS 5c, FET da coded cian paidec' Ee eee ee eS CR Coe sy 





1 “X’ indicates that county is included on specified lists. Lists were prepared under direction of Sar A, 
Levitan, Legislative Reference Service of the Library of Congress, to provide information on “low-income 
rural areas which would be eligible for assistance under a comprehensive Federal assistance program aimed 
to alleviate underemployment.”’ (Federal Assistance to Labor Surplus Areas, report prepared at request 
of chairman of House Committee on Banking and Currency, 1957, p. 31.) 


Source: U.S. Department of Agriculture. 
AREA REDEVELOPMENT Fact SHEET No. 12—INDIANA 


Two major labor market areas and four smaller areas in Indiana are suffer- 
ing from chronic economic distress and would therefore be eligible for assistance 
under the Douglas-Payne area economic redevelopment bill. They are: 


Smaller areas: 
Michigan City-La Porte 
Muncie 
Richmond 
Vincennes 


Three additional major areas (Fort Wayne, Indianapolis, and South Bend) 
are now in the substantial labor surplus category and would also become eligi- 
ble for such assistance in the event of prolonged unemployment. In addition, 
six low-income counties are likely to be qualified for aid under the bill’s provi- 
sion for rural redevelopment. 

The State as a whole has a rate of unemployment of 8 percent of the insured 
employees. The chronic nature of these unemployment and underemployment 
problems makes it vital that these communities be assisted in rebuilding their 
economic structure in order that they create a permanent condition of economic 
good health. These problems will not be surmounted by a general upswing in 
business throughout the country. The depressed urban and rural areas will not 
benefit from a general reduction in the level of unemployment. They will be 
the last to feel the tides of expansion. To hasten the process of recovery and 
bring them back into the mainstreams of American economic life, these com- 
munities must receive specific help. 

The distressed communities need assistance in diagnosing their problems, 
organizing community leadership in addition to that provided by commercial 
interests, financial assistance to improve their facilities, and, finally, aid in 
building adequate industrial sites. They can obtain such assistance from the 
organization and funds which will be available under the area economic 
redevelopment bill. 


Major areas: 
Evansville’ 
Terre Haute 


2 Including Henderson County, Ky. 
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I. INDUSTRIAL LABOR MARKET AREAS 


The State of Indiana has five major labor market areas and five smaller areas 
which have been classified by the Bureau of Employment Security in recent 
years. These areas encompass 8 of the State’s 90 counties and include a popu- 
lation of 1,719,000, 39 percent of the State’s total. There are additional smaller 
and very small labor market areas which have not been defined but which 
should be studied at the earliest possible date and added to this list. Below is 
an enumeration of the major and smaller areas which have been defined with 
the number of counties shown in parentheses : 


Major areas: Smaller areas: 
Evansville (2)? Connersville (4) 
Fort Wayne (1) Michigan City-La Porte (1) 
Indianapolis (1) Muncie (1) 
South Bend (1) Richmond (1) 
Terre Haute (1) Vincennes (1) 


A. Distressed areas 


The 6 Indiana areas suffering from chronic distress had a population of 583,000 
in July 1956, 13 percent of the State’s total. 

1. Major areas.— 

Evansville: This labor market area had a population of approximately 212,000 
in 1956, including Henderson County, Ky. Unemployment reached an alltime peak 
of 9,500 in February 1958, 11 percent of the labor force. It has been classified 
as a substantial labor surplus area continuously since January 1956, having been 
previously lifted from this classification in May 1955 after 1 year of high unem- 
ployment. Cutbacks in production of refrigerators and automobiles are respon- 
sible for the upsurge in unemployment in the past year, which increased by 53 
percent in February 1958 over the previous year. A number of large plants have 
been closed, resulting in chronic distress in the area. More than 10,000 people 
have left the labor force in the past 5 years. While a general business recovery 
would cut unemployment, it would not remove the area’s chronic distress. 

Terre Haute: This area, with a population of 105,800 in 1956, has been a labor 
surplus area almost continuously since World War I. Its depressed status is 
attributable to long-term declines in manufacturing, coal mining and supporting 
trade and service activities. Unemployment exceeded 9 percent of the labor 
force from 1954 through the middle of 1957. In January 1958, it was 9 percent, 
with 4,200 of the 44,900 labor force out of work. This area has not developed a 
sufficient industrial base to enable it to lift itself from the labor surplus category 
during good times. Manufacturing accounts for less than 30 percent of the 
nonfarm jobs. 

2. Smaller areas.— 

Michigan City-La Porte: Cutbacks in ordnance, farm machinery, transporta- 
tion equipment and fabricated metal manufacturing at the end of 1953 placed 
this area in the labor surplus category in January 1954 and it has remained 
distressed ever since. The dominance of the ordnance industry, which em- 
ployed 5,900 of the area’s 31,900 nonagricultural wage and salaried workers, in 
January 1954, resulted in an inadequately diversified industrial structure. 

Muncie: This area was classified as labor surplus from March and July 
1952 and from June 1954 to September 1955 and, after a recovery in auto 
parts employment, was again returned to the surplus list in March 1956, where 
it has remained ever since. Its dependence on the auto parts industry, which 
accounted for 6,100 of the area’s 30,900 nonfarm jobs in January 1956, makes 
it particularly vulnerable to the trend toward integration of parts produc- 
tion by the automobile manufacturers. Unemployment in January 1958 num- 
bered 5,000, 12.5 percent of the labor force. 

Richmond: Nonelectrical machinery, principally household appliances and 
farm machinery, has been the dominant industry in this area, accounting for 
6,500 of the 12,500 factory jobs in September 1956. Cutbacks in machinery 
production placed the area in the labor surplus category in September 1956 
and it has not been able to stage a sustained recovery. The closing of two 
plants (Brunswick Radio and International Harvester) during the past year 
has added to the area’s distress. Unemployment numbered 2,000 when last 
reported (September 1957) and amounted to 7 percent of the labor force. 


1Including Henderson County, Ky. 
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Vincennes: This area is a former bituminous coal mining center whose 
mines have been largely exhausted. The area’s largest factory (a shoe plant) 
was closed in 1951 and reopened later with half its usual payroll. Manu- 
facturing accounted for only 2,550 of the 12,000 nonfarm jobs in mid-1953. The 
area has been continually classified in the substantial labor surplus category 
since November 1953. Unemployment numbered 2,050 in February 1958, or 
14 percent of the civilian labor force. Lack of industrialization and diversified 
employment opportunities point to the need for a comprehensive redevelopment 
program. 


B. Other labor surplus areas 


Two of the State’s five major labor markets are suffering from chronic dis- 
tress and the three remaining major areas have been classified as substantial 
labor surplus areas during the current recession. In the case of two of these 
(Fort Wayne and South Bend) there is a previous history of labor surplus 
classification during recent years. Fort Wayne had an unemployment rate of 
more than 6 percent from May 1954 to March 1955. In March 1958 it was 
again classified as surplus as a result of losses in electrical machinery, motor 
vehicles, and primary metals. 

South Bend was a labor-surplus area from March 1954 to November 1955 and 
again from May to September 1956. In January 1958, it was returned to the 
surplus labor list due to curtailment in the dominant transportation equip- 
ment (autos, aircraft) industry as well as in nonelectrical machinery, rubber 
and foundry products. Outmigration had reduced the distress in South Bend 
following the sharp contraction of employment at the giant Studebaker plant in 
1954 but the addition of new plants has barely offset losses from additional 
plant liquidations since 1954. 

Unemployment climbed above 6 percent for the first time during recent years 
in Indianapolis in March 1958 as a result of cutbacks in autos, aircraft, ma- 
chinery, and metals. 

II. RURAL UNDEREMPLOY MENT 


Six Indiana counties in which the residents are suffering from substantially 
or seriously low levels of living, according to the U.S. Department of Agri- 
culture, would be eligible for Federal assistance in rural redevelopment under 
the Douglas-Payne bill. They are Crawford, La Grange, Martin, Orange, 
Perry, and Scott. 

The degree of underemployment is indicated by the low ratios of nonagri- 
cultural employment to population in these counties. In only one of these 
counties (Perry with a ratio of 23 per 100 population) does the ratio approach 
the State average of 25; in the remaining counties, these ratios range from 
4 to 18 (table I). The per capita income in these counties ranged from $920 
in Crawford to $1,221 in La Grange, compared to the State average of $1,764 
in 1956. 

While the level of living index of farm operator families in the United States 
averaged 140 in 1954 and the Indiana average was 163, the indexes for the 
6 low-income counties ranged from 103 in Crawford to 124 in Scott (table 
II). The proportions of farms with telephones and automobiles in the six 
counties were quite low. Compared with a State average of 72.1 percent with 
phones, the proportions in the low-income counties ran from 15 to 59 percent. 
Autos were operated by 85 percent of the State’s farms, compared to a range of 
64 to 72 percent in the low-income counties. The average value of products 
sold or traded per farm was $5,900 in Indiana, compared to averages running 
between $1,500 and $2,700 in 5 of the 6 low-income counties. 

The population of these rural areas is not sharing in the benefits of our 
economy. Most of them are suffering from stagnation and 2 have experienced 
net outmigration since 1950. Their economic development has hardly begun. 
Beset by discouragements and the shackles of poverty and low living stand- 
ards, these people cannot be expected to solve their problems unaided. 

A Federal economic redevelopment program can provide the assistance 
which will enable these areas to attain the prevailing American levels of eco 
nomic well-being. 
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TaBLE I.—Population, nonagricultural employment ang per capita income in 6 
low-income rural counties, Indiana 





| Nonagricul- Per cap- 


| tural employ- ita in- 
Number, | Percent | ment per 100! come 1956. 





Population 
| 


County or area 











Jan. 1, 1957 | change from | persons ! | 
| 1950 | 
| 
I i Se oe 4, 411, 500 | 12.1 | 25 | $1, 764 
SEINE: wc odedatddusabaesseues wabmpadtenusad 9, 100 —2. 7 “4 Ee 920 
a a ee ieetcndudio wwe 16, 000 | 4.2 | 5 | 1, 221 
ES RR: SR eee eee ee ee 10, 700 | 2 | 11 | 1, 09% 
Nd 16, 300 | —3.5 18 | 1, 137 
Og Divine DEIR IE) it SI a 17, 500 | 7 93 1, 109 
pas deevcdens te Sadluagbent vampaed = cuulmaishensil 14, 300 | 24.1 17 1, 165 
| | 








1 Employees covered by State employment security act, 3d quarter of 1957 related to January 1957 popu- 
lation. 
Sources: Population—‘‘Survey of Buying Power,”’ Sales Management and U.S. Bureau of the Census. 
Nonacricultural Employment —Indiana Employment Security Division. 
Per capita income—‘‘Survey of Buying Power,’’ Sales Management. 


TaBLE II.—Level of living, value of products sold, and low-production farms in 
6 low-income rural counties, Indiana, 1954 





Average |Commercial farms 











Level of Percentage of farms with-- value of | under $2,500, 
liv ing products | products sold 
County or area index Pee ee is Ee iy So Pe 
(1945= 100) ae | | traded 
| Electri- Tele- | Auto- | per | Number | Percent 
| | city phones | mobiles psa 
| | 
| } : Thousands} ; 
ON ES Oe 140 | 93.0 48.8 88.9 | $5.2 |1, 225, 775 36.8 
State of Indiana.....__...__-- -| 163 | 96. 6 72.1 | 85. 4 5.9 31, 266 27.1 
Indiana counties: } | 
Crawford - _ --- viaed ail 103 | 90.5 28.0 64.9 | 1.5 355 66. 2 
BM GATODSS. «4... 206055 ia 123 | 69. 4 59.0 | 64. 2 | 6.0 330 22.7 
«Sree 120; 96.2 25.6) 70.5) 2.6 190 49.2 
_.. Jo Be aes 108 | 95.1 15.0 | 67.4 | 2.7 421 50.7 
are Liasiceal 112 83.6 34.3 | 66.7 | 2.1 365 57.8 
SE inttiacas > pacdasnaid | 124 93.5 38.3 71.6 2.6 230 45.4 














1 Indexes of farm operator family level of living (U.S. average for 1945100). 
Sources: Level of living index, U.S. Department of Agriculture. Other, U.S. Bureau of the Census. 


AREA REDEVELOPMENT Fact SHEET No. 13—TENNESSEE 


One major labor market area in Tennessee, Knoxville, and one smaller area, 
LaF ollette-Jellico-Tazewell, are suffering from chronic economic distress and 
would therefore be eligible for assistance under the Douglas-Payne area economic 
redevelopment bill. In addition, people living in 71 Tennessee counties, located 
in very small labor market and rural areas, are living at substantially or seri- 
ously low levels of living as classified by the U.S. Department of Agricul- 
ture and are likely to be eligible for Federal assistance to improve their 
economic lot under the Douglas-Payne bill. Adding the 5 counties in the dis- 
tressed urban markets, we get a total of 76 counties, out of a total of 95 in the 
State, with 50 percent of the State’s population desperately needing assistance 
and eligible for aid under the bill to lift the standards of living and develop fully 
productive employments for these people. 

Local and State agencies in Tennessee have not been able to find a solution to 
the problems of unemployment and underemployment. They do not have the 
resources and the experiences with which to undertake the huge task confronting 
them. They must have the help of the Federal Government. 

The chronic nature of these unemployment and underemployment problems 
makes it vital that these communities be assisted in rebuilding their economic 
structure in order that they create a permanent condition of economic good 
health. These problems will not be surmounted by a general upswing in business 
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throughout the country. The depressed urban and rural areas will not benefit 
from a general reduction in the level of unemployment. They will be the last 
to feel the tides of expansion. To hasten the process of recovery and bring them 
back into the mainstreams of American economic life, these communities must 
receive specific help. 

The distressed communities need assistance in diagnosing their problems, or- 
ganizing community leadership in addition to that provided by commercial 
interests, financial assistance to improve their facilities, and, finally, aid in 
building adequate industrial sites. They can obtain such assistance from the 
organization and funds which will be available under the area economic rede- 
velopment bill. 

I. DISTRESSED LABOR MARKETS IN TENNESSEE 


Tennessee has two (one major and one smaller) chronically distressed labor 
markets which are eligible for assistance under the Douglas-Payne bill. They 
are, respectively, the Knoxville area, which encompasses Anderson, Blount and 
Knox Counties, and the LaF ollette-Jellico-Tazewell market, which includes 
Campbell and Claiborne Counties. Both labor market areas are in the eastern 
part of the State, with LaFollette-Jellico-Tazewell located just south of the 
Kentucky border. 

A. Knorville 

At the beginning of 1957 this area had a population of some 364,000, or 11 per- 
cent of the State’s total. As of mid-1957 manufacturing provided approximately 
37 percent of the jobs in this labor market. The largest single source of factory 
employment was the huge atomic energy installation at Oak Ridge, followed in 
importance by primary aluminum and textile manufacturing. Trade, service, 
and Government (TVA) activities accounted for some 47 percent of total em- 
ployment in the area. 

Unemployment now represents over 9 percent of the civilian labor force. This 
has been an area of substantial labor surplus rather consistently since January 
1954. Seasonal pickups in the last 4 months of 1954, 1955, and 1956 provided 
the only instances in which unemployment went below the 6-percent level 
(table I). 

Sizeable losses in employment have been recorded in the textile industry, 
where there was a drop of 2,000, or over 30 percent, between 1954 and 1957. 
Leading textile mills in Knoxville which has closed in recent years include 
Brookside Mills, Inc., with 900 employees, and Appalachian Mills Co. (350 em- 
ployees). Of great significance was the steady reduction in construction em- 
ployment from 14,600 in 1954 to 6,450 in 1957, largely as a result of the completion 
of atomic energy installations. Workers from primary metals, railroads, and 
zinc mines also make up a significant segment of the jobless group. 


B. LaFollette-Jellico-Tazewell 


This area, with a population of 59,000 in 1957, has been chronically depressed 
since at least 1953, with the annual average of unemployed as a percent of 
labor force greater than 12 percent each year beginning with 1954 (table II). 
In June 1954 this ratio was as high as 25 percent. 

Chiefly responsible for the distress has been the association of the area with 
the longrun decline in the bituminous coal industry. Also to be noted are cut- 
backs in the apparel industry, in tobacco, beef, and cattle farming, and the return 
of outmigrants, which have added to the area’s unemployment. The economic 
difficulties in the area have led to a reduction in population of 1.1 percent 
between 1950 and 1957. 


C. Disparity between distressed areas and the rest of the State 


As an indicative of the disparity between the two distressed labor market 
areas and the rest of the State just a few measures are cited below: 

The two areas, which contained 12.3 percent of the State’s population in 1957, 
averaged between 12.7 percent and 16.6 percent of the State’s unemployment 
compensation payments for the years 1954 through 1957 (table III). 

Between 16.9 percent and 17.8 percent of the recipients of publie assistance 
in the State of Tennessee in the years 1953 through 1957 were residents of the 
two labor market areas (table IV). 

In 1956, 14.6 percent of the claimants in the State who had exhausted their 
unemployment compensation benefits were situated in the two labor markets. 
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D. Present Federal distressed area programs inadequate 


No assistance via accelerated tax amortization rights under Defense Manpower 
Policy No. 1 has been granted to either Knoxville or LaFollette-Jellico-Tazewell. 
Only $236,000 in defense contracts have been awarded to these areas under 
Defense Manpower Policy No. 4 since the beginning of 1954. 


II. DISTRESS IN VERY SMALL LABOR MARKETS AND RURAL AREAS 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Tennessee. In areas where more than one-half 
of the population are in urban communities, substantial proportions of the work 
force are employees. Unemployment, therefore, provides a direct test of distress. 

But the economic distress of the self-employed and farmers cannot be tested 
by unemployment. The most accurate determinant of their distress is the 
degree of underemployment and the adequacy of family income. The standard 
of living in these communities provide us such a gage of the adequacy of their 
economic development. The U.S. Department of Agriculture has classified the 
counties of the United States on the basis of standard of living. The farm 
operator level of living index of the U.S. Department of Agriculture provides us 
with a yardstick for measuring the standards of living in the Tennessee counties 
which are outside of urban labor market areas and have more than half of their 
populations in rural areas. 

The farm operator family level of living index reflects the average level of 
eurrent consumption or utilization of goods and services. The index for each 
county can be compared with those of other counties in the United States. The 
farm operator family level of living index is based on (1) percentage of farms 
with electricity; (2) percentage of farms with telephones: (3) percentage of 
farms with automobiles; and (4) average value of products sold or traded in 
the year preceding the index (adjusted for changes in purchasing power of the 
farmer’s dollar). 

In classifying the counties, we have made use of the U.S. Department of Agri- 
culture low-income classifications, which placed farms in the low-income category 
on the basis of 3 criteria: (1) Farms which averaged less than $1,000 residual 
farm income to operator and had farm operator family level of living index 
below the regional average and 25 percent or more of commercial farms classified 
as low production; (2) average farm operator level of living index was in the 
lowest fifth for the Nation; (3) 50 percent or more of the commercial farms 
were classified as low production. Areas meeting all three categories are classi- 
fied as serious low-income counties; those meeting any two of the criteria are 
classified as substantial low-income counties; those meeting one of the criteria 
are classified as moderate low-income counties. In 1954 the average county 
index for “serious” was 90; for “substantial,” 111, and for “moderate,” 126. In 
this survey we have included all counties which have an index of less than 126 
as being low-income counties probably qualified for assistance under the Douglas- 
Payne redevelopment bill. 


A. “Substantial” and “serious” low levels of living 


In 71 out of the 79 counties in the very small labor market areas and rural 
counties the people are living on substantial or serious low levels of living. 
These counties had 38 percent of the total population of the State and 85 percent 
of the population outside of the major and smaller labor market areas. 

1. Levels of living.—The average farm operator family level of living index for 
the United States was 140 in 1954, 122 in 1950, and 100 in 1945. In 1954, the 
average for all counties in Tennessee was 101, which hardly exceeded the national 
average for 1945. Among the 71 counties with serious and substantial low levels 
of living, the unweighted average was 96. The lowest level was in Pickett 
County which had an index of 60. The number with indices under 75 was 10; 
indices of 75 to 90, 19; 90 to 100, 10; 100 to 111, 12; and from 111 to 126, 20 
(table VI). 

2. Per capita income.—The low levels of actual cash income in these areas is 
further amplified by the data on average per capita disposable income. While 
the U.S. per capita disposable income in 1956 was $1,708, the average for the 
State of Tennessee was $1,222. The unweighted average for the 71 counties was 
$833, or 51 percent below the national average and 52 percent below the State 
average. The lowest per capita average appeared for Pickett County with $565. 
The distribution was as follows: Counties with per capita income of less than 
$600, 2; $600 to $700, 15; $700 to $800, 16; $800 to $900, 14; $900 to $1,000 13; 
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$1,000 to $1,100, 9; and over $1,100, 2. Only one of the 71 counties had a per 
capita income in excess of the State average. 

3. Inadequacy of nonagricultural employment.—One measure of the underde- 
velopment in these areas is the small number of nonagricultural jobs. While 
the 71 counties had 38 percent of the State’s total population, they had only 24 
percent of the nonagricultural employment. In the State as a whole there were 
20 nonagricultural jobs for each 100 persons in the population in 1953. The un- 
weighted average for these 71 counties was 9 jobs. There were 2 counties 
where there was only 1 nonagricultural job per 100 people in the population, 
The distribution of the remaining counties by number of nonagricultural jobs 
per 100 persons in the population was as follows: 2 or 3 jobs, 7; 4 or 5, 11; 
6 or 7, 15; 8 or 9, 11; 10 or 11, 10; 12 or 13, 6; over 13, 9. The county with 
the highest number was Hamblen with 28 nonagricultural jobs per 100 persons 
in the population. 

4. Percentage of farms with value of products sold or traaea under $2,500,— 
The unweighted average percentage of farms which earned less than $2,500 on 
products sold or traded in these 71 serious and substantial low levels of living 
counties was 73 percent. This compared with 69 percent for the State as a 
whole and 36.8 percent for the United States. The county with the highest per- 
centage of farms below $2,500 was Union County with 90.8 percent. Following 
it was Unicoi County with 89.4 percent. The remaining counties were dis- 
tributed as follows by proportion of farms where value of production sold or 
traded was less than $2,500: Between 80 and 90 percent, 17; between 70 anc 80 
percent, 28; between 60 and 70 percent, 17; between 50 and 60 percent, 4; be- 
tween 40 and 50 percent, 1, and under 40 percent, 2 (table VI). 

5. Percentage of farms with electricity.—In the United States 93 percent of 
the farms had electricity. Tennessee as a whole was nearly up to that level 
with 90.8 percent, thanks to the TVA. The unweighted county average of these 
71 counties was 89.7 percent. There were 9 counties with 70 to 80 percent of 
their farms having electricity, 20 with 80 to 90 percent, and 42 counties with 90 
percent or over. 

6. Percentage of farms with telephones.—The low proportion of farms with 
telephones is indicative of the low standards of living. While the U.S. average 
is 48.8 percent, the average for Tennessee is 30.3 percent and the unweighted 
average for these 71 counties was 24.9 percent. The highest percentage of 
farms with telephones was in Marion County with 56.6 percent. The distribu- 
tion of the remaining counties was as follows: counties with more than 30 per- 
cent of farms with telephones, 27; with 20 to 30 percent, 15; with 10 to 20 per- 
cent, 13 ; with less than 10 percent, 14. 

7. Percentage of farms with automobiles.—Automobile ownership adds con- 
siderably to the standard of living, as it opens new horizons not otherwise with- 
in reach. Of course, if income is inadequate to maintain and operate the auto- 
mobile, it is of little use but the proportion of automobile ownership is a general 
indication of living standards. Department of Agriculture declares that “farm 
families with automobiles are more likely to be able to take advantage of various 
Services located away from the farm, such as health facilities, libraries, and 
recreation, than those who do not own automobiles.” The proportion of farms 
with automobiles in the United States was 88.9 percent whereas in the State of 
Tennessee the ratio was 51.6 percent, and the unweighted average among these 
71 counties was 48 percent. The counties were distributed as follows as to the 
percentage with automobiles: in 7 counties 60 percent or more of the farms had 
automobiles ; 26 counties had 50 to 60 percent, 20 counties had 40 to 50 percent; 
16 counties with 30 to 40 percent, and 2 counties had less than 30 percent. 
Fentress County had the lowest percentage with 28.9. 

8. Percentage of outmigration.—The population of the United States increased 
by 11 percent between 1950 and 1956. In Tennessee there was an increase in 
population of 5 percent during this period. Only 26 counties among the 71 
recorded a rise in population. The remaining 45 lost population due to out- 
migration. The percentage decline in population among these was as follows: 
16 counties showed a less than 5 percent drop; 14 counties, a 5 to 10 percent 
drop; and 15 counties, a 10 to 20 percent drop. The county with the highest 
drop in population was Houston County, with 17.3 percent. 
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B. Low income classification 


The Douglas-Payne bill provides that aid is to be given to 300 rural counties 
with “the largest number and percent of low income farm families” and where 
there exists “substantial and persistent unemployment.” 

In order to select the counties and economic areas which should secure im- 
mediate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
highest percentage of farms earning less than $2,500 on products sold or traded 
and to focus on those counties which appear on both lists. <A list of 500 coun- 
ties in the first category and another list of 500 in the second category was de- 
veloped and from these was derived a list of 315 counties which met both of 
these conditions. In the above list for the United States, 34 counties of the 71 
under consideration are to be found. The disproportionately high ratio of such 
counties meeting this test of priority provides a measures of the great need in 
this State (table VII). 

C. Basic causes of substandard living standards 

Depressed living conditions in the very small labor market and rural areas 
are the result of insufficient land and capital, the improper choice of farm 
product, and the absence of adequate off-farm employment opportunities. To 
promote the economy of such an area it is necessary to redesign it in order 
to assure a base for further development. The above conditions themselves 
handicap the area in dealing with its own problems, because the population 
is without the wealth and experience and resources on which to build a sound 
economy. 

D. Efforts at aiding substandard areas 

1. Federal rural development program.—The rural development program is 
a long-range cooperative effort built around local efforts and Federal technical 
aid for substandard counties. The program was initiated in June 1955. The 
primary responsibility for coordinating the effort rests with the Department of 
Agriculture. 

At present only five Tennessee areas are being assisted. They are Grainger, 
Hardin, Macon, Houston, and Marion. The program emphasizes the need of 
improving the economic base of low-income rural counties by increasing produc- 
tivity of low-income farmers in commercial agriculture, increasing the produc- 
tivity and prospects of nonfarm jobs by encouraging new industry in these 
rural areas, and raising the social and economic standards within the area. 

This Federal program enjoys limited funds and depends primarily on volun- 
tary effort. It cannot provide the extensive technical assistance required for 
the thorough economic study of rural areas leading to redevelopment. It can 
provide no funds for the construction of new local public facilities or for the 
construction of industrial plants if such may be required in order to stimulate 
industrial development. 

2. State and local programs.—We have already indicated the limited nature 
of State and local efforts in Tennessee and the difficulty of expecting sufficient 
expansion in the light of the limited resources of this State. 





E. Conclusion 


The population of the very small labor markets and rural areas in Tennessee 
is not sharing in the benefits of our economy. Their economic development 
has hardly begun. Beset by the discouragements, the shackles of poverty, and 
low living standards, the people cannot be expected to rise through their own 
efforts. The present programs are inadequate 

Average per capita income in Tennessee is not rising at the same rate as in 
the remainder of the country and is held back by the absence of a sound base 
for economic expansion and by its low income. Both urban and rural areas 
are handicaped by these conditions. The Federal Government can provide the 
assistance which will stimulate this area to attain the prevailing American 
levels of economic well-being. 
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TaBLE I.—Usual labor supply a of areas of substantial labor surplus in 
ennessee, 1953-57 ' 














Year clas- 
Labor market area sified as 1953 1954 1955 1956 1957 
surplus ? 
II 65s 6 iin denctibtnpiscscnces 1957 3 Cc C-D |C-D | C-D | C-D# 
Smaller area: LaFollette-Jellico-Tazewell.-._-_._- 1954 NC 8 8 8 8 














1 Major areas are classified as follows: 
C= Unemployment between 3 and 5.9 percent of total labor force. 
D= Unemployment between 6 and 8.9 percent of total labor force. 
E= Unemployment between 9 and 11.9 percent of total labor force. 
F= Unemployment 12 —— or more 
Smaller areas are class "Sa unemployment is 6 percent or more. 
NC=Not classified. 
? Current classification system was instituted in 1951. 
3 However, this has been an area of substantial labor surplus in most months since the beginning of 1954, 
4 Unemployment was never less than 6 percent of civilian labor force in 1957, according to Tennessee 
Department of Employment Security. 


Source: U.S. Department of Labor. 


TABLE II.—Number unemployed and percent of civilian labor force unemployed in 
Tennessee, 1954-57, by substantial labor surplus areas 




















} 
tte percent of civil- 
Average number unemployed— bor force unem- 
Labor market area | hancanil 
1954 1955 1956 1957 1954 | 1955 | 1956 | 1957 
Major area: Knoxville........._._..- 11, 458 10, 358 10, 233 10,383 | 7.5} 68] 68 7.0 
Smaller area: La Follette-Jellico- 
| RSG Ee EC ne 3, 514 3, 069 2, 790 2,025 | 20.4 | 18.1 | 16.5 12.5 
2 surplus areas combined -- ---- 14, 972 13, 427 13, 023 12,408 | 8.7 | 7.9] 7.7 7.5 























Source: Tennessee Industrial and Agricultural Development Commission. 


TaBLe III.—Unemployment compensation benefits in areas 


surplus in Tennessee, 1954-57* 


(Thousands of dollars] 


of substantial labor 

















1954 1955 1956 1957 
RE Ee Re Re ee. See $35,213 | $26,982 | $27, 196 $33, 681 
aE ES a a ae ™ 4, 492 4, 486 4,117 4, 681 
SRE EY sR Se ee eee 30, 721 22, 406 23, 079 28, 900 
Percent of total in 2 surplus areas--_..................--.---.--- 12.7 16.6 15.1 13.9 

















Source: Tennessee Industrial and Agricultural Development Commission. 
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TaBLeE 1V.—Annual average number of recipients of public assistance and their 
percentage of population in areas of substantial labor surplus in Tennessee, 
. 1953-57 






















































































! 
| Number of recipients of public assistance | Percentage of population 
| receiving public assistance 
- Labor market area ae 
| b | | 
| | | j | 
| 1953 | 1954 1955 1956 1957 1953 1954 | 1955 | 1956 | 1957 
cn | Laban Sc eaied 
|) Ee ee 86, 209 | 93, 061 | 91,399 | 86,154 | 84, 422 2.6 2.8 a7 2.5 2.5 
Surplus areas: | 
Major: Knoxville.._.......| 11,036 | 11,826 | 10,963 | 10,335 | 10, 403 (‘) (4) (') (1) () 
Smaller: LaFollette-Jellico- | 
a ncnenccccassnes | 4,319 | 4,627} 4,501] 4,104] 4,06/) () | | @ |] @ | @ 
} surplus areas combined __...| 15,355 | 16,453 | 15,464 | 14,439 | 14,467 |......|...... WE a awe 
‘ | Remainder of State_______- .-| 70,854 | 76,608 | 75,985 | 71,716 | 60,966 |......]......|......].....-Jecccse 
: Percent of total in 2 surplus | 
e et i RM li iy | 20) 227) MOT SRT U2 Sabo eee ? 
1 Not available. 
7 Source: Tennessee Industrial and Agricultural Development Commission. 
TaBie V.—Population, nonagricultural employment, and per capita income in 
; 71 low-income rural counties, Tennessee, 1956 
n+ 
Population | Nonagri- 
— | oaleerel Per 
7 | ‘employment | capita 
Percent | per 100 income 
_ Number change from |__ persons ! 
0 1950 i 
———$— ———— ———— ee { 
be State of Tennessee. _._.......---------------------] 8, 487, 600 | 5.0 | 20/ $1,222 
Te iat she) Ne Ne ts Pn 
5 SEE SE. es epee ee ae Se 10, 200 | —11.3 | 6 878 
bis }) Bledsoe.......... shia hanee ES. Ree eee 8, 400 | —1.9 | 4 670 
 — Je ; sala 33, 7 4.2 | 23 1, 041 
es crnencbhind aode REL Sh Ss :eanbaemadtenendekee 7, 900 —13.9 | 10 771 
RRR E SEE, are, P Seeeeeen ey Se Y r 26, 100 —-1.7 ll 906 
or Cheatham see Spe ee 55 NO ae 7, 900 | —13.8 | 4 848 
5 Chester. _- waste me RR ed ae 10, 100 | —9. 4 | 7 77 
ee aie ave eats nakew 7, 300 —16.1 | 3 630 
== = dnd palette eateiec 26, 800 16.3 | 24 944 
@rockett...........- bad aE RITE 18, 100 8.9 | 5 987 
se NS os wecetccade 20, 200 7.0 | 7 739 
Di ccdsdtesbas nee ye i ca img SN ebsites aia 8, 200 —13.2 | 9 696 
IS niibediteer cia Se. EERE 10, 400 | —11.0 | 9 720 
I 0n'n oSis guhistb rc coewi~ncccoseescocsusqcses 17, 900 | —4.8 | 12 871 
81 EUS DIS (= ERS RS 5 he a eae se 29, 400 | —12.2 | ll 1,042 
he! SS tba og oun du Seb dees ore eachs oaenst 26, 600 | —3.4 | 3 600 
81 SR is oly s io enecdetigees asecbdiunetecchbeemee 15, 100 | 1.2 | 5 615 
00 SN aE” Sie oe Ee aS 25, 000 —1.7 | 8 896 
is Sn gn pcp nalintlnn snares ape de=cneustontn~. 50, 100 | 4.1 27 1, 065 
9 DR oe oat cake onde cae hema tnaaees adtmneins oot 25, 100 | —6.9 | 9 938 
: a FRE, NE RS SF 12, 300 | —6.0 2 634 
iin retcvnviwencncttnspsacntesecuciiionse 12, 400 | —1.3 | 7 656 
CE ST a a rae, ee 28, 700 | 19.7 | 28 1, 090 
RRR TR SSRIS OEE te a 7, 600 | —16.6 | 1 572 
SS ERE Be EP ay «Fes 21, 900 —6.1 4 663 
NE carcass caainntboaniw oeatmeceuet 17, 000 | 5 ul 739 
RIES Spel YSIS NE | Ne « ORS shite Sitaiois 31, 100 | 2.0 5 840 
NE on Cee okt is dnldnite ating vniguedsameaarith 26, 300 | 3 5 739 
ERE PERSE SAE SR Se Be 14, 700 | —14.4 7 815 
Se teak ccd wide batoaw s+ sccce ce eee seat 21, 600 | —9.4 13 1,099 
ST a ee a ees es ree 12, 600 | —5.6 9 B82 
| ESR MRE SIAR REESE 2 Ra x SMR ap 85. FRE 4, 400 | —17.3 7 
} Humphreys..-.....-.--- Finale d catmon cpu ealieiaon 10, 200 | —7.4 10 1,019 
EN dk ilrcapdhth oc<ante ae dbp dnsatnndugecd owe 10, 900 —11.7 3 669 
RE ik Je a oan ac wamed Sema 11, 400 —7.2 3 703 
Gods cGttnestess nittwtvadss intense ack 24, 900 —.6 | 6 861 
RRA TEER EE SR 27, 500 —4.6 7 778 
tsk. shoes nsieleabas<acsaqeclesinadeolod 6, 000 —1.3 10 821 
se FREED SSS I ee Be Se, OR. 25, 100 —2.1 9 931 
i SERS 2 Regie DR ees RS 24, 600 6.1 13 910 
Ne Soa wadaene ae 34, 000 6.2 17 967 
SRE ee RN © ee 22, 100 8.4 7 753 
OE GS ie a aS on 12, 900 —5.1 7 689 
Se ee Che slo abeidaneda 21, 000 2.3 12 841 














} 
i 
i See footnote at end of table, next page. 
i 
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TaBLe V.—Population, nonagricultural employment, and 
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71 low-income rural counties, Tennessee, 1956—Continued 


er capita income in 


























Population Nonagri- 
cultural Per 1 j 
employment | capita 
Percent per 100 income 
Number change from persons ! 
1950 

SN ides amen 6, 000 —-1.3 4 $711 
ON ROE EE SI eee 23, 100 —5.8 9 749 
ESI RE ES RES 51, 900 17.5 18 1, 439 
tt, ci hnmtapiesinaeuiginksidieoaeduribapoopen 4, 000 1.3 5 781 
A COE Oe Ee SS 15, 200 —3.4 5 | 678 
4 SSS Se ee Se Oe 16, 300 —7.2 8 649 
RS i eee 5, 700 —11.8 6 7% 
UMA ere See 4, 400 —13.6 3 565 
OSE ere. NS ee ee 12, 600 —10.5 20 | 830 
REE RSS OS REN PS SE Sh EE 31, 400 5.1 11 | 974 
Rhee. | SS Tee Ry ae RIE) EET 15, 100 —5.9 13 | 879 
ee a oswatinweneude 32, 800 3.6 16 1, 008. 
Rutherford = Se a a ee eae 43, 200 6.1 s) 1, 184 
SS RSS Oa ere 18, 100 4.3 7 | 1, 080 
ES ES Ce eS. 6, 200 9.1 7 709° 
a ne a oe ween 12, 800 —9.2 5 | 879 
EE aS eae. 7, 600 —17.2 3 774 
TR Oe ae ee 32, 400 —3.4 7 | 937 
it rd Oba cdocsescaditkaddcadun ike ined ncntin Sci 29, 900 .4 6 | 903 
Se las, acne caiaupiinctanbaliaewts 5 aia poaaeane 16, 000 rs 10 1, 032 
RE Sear: 8, 500 —2.0 eT 613 
tt Raa atl Gaetan 4, 000 4 8 604 
a a a ee 22, 500 1.0 14 926 
i oe es cine ned aalvidactle 13, 400 —3.3 11 656 
ae ne ee 15, 700 —3.1 12 | 839 
SR SE aa a aS 22, 400 —7.9 8 961 
ni th lea RRS” eS ea) 26, 900 2.2 ll 993 





1 Employees covered by old-age and survivors insurance program, mid-March 1953 related to population 


as of 1950. 


Sources: ‘‘Nonagricultural Employment,’’ U.S. Bureau of the Census, other, “Survey of Buying Pow- 


er,” Sales Management, 


TaBLeE VI.—Level of living, value of products sold, and low-production farms in 71 
low-income rural counties, Tennessee, 1954 


























Average |Commercial farms 
Level of | Percentage of farms with— value of under $2,500, 
living products products sold 
County or area index sold or 
(1945= 100) ! traded 
Electric-| Tele- Autos per Number | Percent 
ity phones farm 
Thousands 
a eee 140 93.0 48.8 88.9 5.2 |1, 225,775 36. 8- 
State of Tennessee __........._- 101 90.8 30.3 51.6 sy 85, 68.9 
ennessee counties 
3 TE eS 80 93.2 10.8 35.3 .9 370 83.7 
See 82 84.4 4.4 42.1 1.5 246 71.1 
Reese 121 96. 4 54.4 54.7 2.0 355 53. 5 
RR ee 94 92.7 23.5 51.7 1.0 580 77.7 
RNROREet OS 109 95.5 37.5 49.5 1.4 1, 500 76.1 
6 ea 108 93. 3 27.5 53.7 1.6 475 64.4 
+” RRC ee 108 95.1 25.4 57.2 1.9 645 62.9 
CS REE SES 71 77.7 5.2 37.0 1.3 451 76.6 
See ae 105 90. 6 28.9 55.4 1.8 675 65.9 
INE peccnccdnsccescthe 113 96. 4 42.1 49.1 2.9 1, 056 47.4 
neg Wee Ae 7. 87.4 11.0 29.0 mf 324 84.1 
RDS kg 91 $4.6 31.8 42.4 1,2 462 76.9 
DeKalb Eh OR 1 100 89.9 22. 2 45.9 1.4 805 77,2 
leg a EES 106 93.7 39.5 44.9 1.3 771 76.0 
tiene nietnadl aacunn: 120 98. 6 30.0 57.5 4.1 931 38. 2 


See footnote at end of table, next page. 
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n TaBLE VI.—Level of living, value of products sold, and low-production farms in 71 
low-income rural counties, Tennessee, 1954—Continued 
Average |Commercial farms 
{ Level of | Percentage of farms with— value of under $2,500, 
living products products sold 
' County or area index sold or 
(1945= 100) ! traded 
Electric- Tele- Autos per Number | Percent 
ity phones farm 
4 } Tennessee counties—Continued Thousands 
39 ern 2 eee 7 72.8 12.4 33.7 2.3 2,610 69.7 
31 ER ani ecin oct teibeen 62 74.2 4.2 28.9 7 192| 646 
78 i ES eee 118 95.3 47.0 52.6 2.2 822 59.0 
49 Eee 120 96. 1 47.8 55.7 25 2, 180 56. 4 
4 el cod 117 91.1 44.6 55.0 1.7 1, 725 74.1 
85, Grainger 78 847 7.5 36.9 L1 1, 297 84.1 
30 _ , a 74 78.3 8.9 39.7 1.0 115 68.8 
74 Hamblen 110 96.6 39.4 55.9 1.6 750 74.5 
79 Hancock 68 76.3 7.2 34.7 11 966 | 85.3 
Og Hardeman 8Yy 80.8 18. 2 48.3 19 1, 521 73.0 
84 CE cdl cin kcecnonaadere 89 90. 4 17.0 40. 2 1.4 753 68.9 
80 a ee v4 91.1 20.3 51.0 11 1,690 80.7 
09° ee eet 87.4 21.0 38.5 2.1 2, 805 72.5 
79 ON ea eae 102 91.0 31.0 47.9 1.9 1, 136 64.7 
74 c!, a Se ns 116 91.1 44.7 59. 5 1.6 971 65.8 
37 OO Ee antl 102 92.1 23, 2 52.6 1.2 562 78.6 
03 OS Rae rae 284 88.0 11.0 44.7 9 230 81.6 
32 | TED 85 87.4 20. 2 38.7 1.1 297 71.9 
13 DE. oconcacadie ee oe 95 88. 6 21.2 45.5 12 1,041 82.3 
04 a eer 88 92.3 12.7 38. 4 1.3 1,020 86.5 
26 See ee 93 94. 6 23. 2 39. 4 2.8 1,765 61.5 
56 eae aes eee 89 89. 8 16.0 44.9 1.5 1, 662 77.4 
39 =e 3 86 84.0 21,2 61.4 1,2 126 85.7 
61 OS SS Aare 4122 96. 7 52.4 62. 5 21 1,790 68.3 
93 I 5. wcssennrsink ahah wale! 117 96. 6 46.1 63.1 1.5 445 71.5 
earn Re. 2 113 94.7 42.5 55.0 1.7 840 76.5 
— | PR ba cnweskbeccs eka 95 97.0 20.4 43.5 2.0 1, 196 63.5 
on OS ra ae nation 102 92. 1 21.1 58.5 1.5 1, 341 78.3 
le ia aS E 116 90.9 56. 6 52.2 9 240 75.5 
LES ROT Ee 114 96.5 30. 4 58.9 1.5 255 79.7 
we Monroe: = ...... tp eT? S 93 92.2 16.5 52.5 1.3 840 80. 2 
| Montgomery... -- 113 89.3 43.3 56.5 2.4 1, 020 62.0 
mawene (6). << .o<awous 4122 97.2 33. 6 60. 8 1.4 355 80.0 
‘ | “i 7 86.7 13.4 32.8 .6 166 84.3 
iT a ae ee 67 78.6 3.3 33.6 - 733 83.3 
| ge See 386 79.3 5.3 47.0 4.3 303 76.9 
ee ra So 60 76.1 Ay 32.3 1.0 420 89.2 
a | ee 101 90. 1 31.3 54.0 -8 130 69.9 
Putnam. ee eee 80 91.9 6.4 43.9 .9 1, 085 86.5 
ns Rhea_____. BTS. Sea iiab 121 92.9 49.9 54.0 1.0 276 72.4 
NES ro oe 106 96. 8 33. 2 57.4 a 405 87.5 
aS aa 120 93. 2 51.2 60.8 i? 1, 286 67.7 
— j Weett..<cccx.... a ae 71 78.4 3.0 38.7 5 92 73.6 
\ Sequatchie (d)......-..... 385 87.7 38.2 47.0 1.2 31| 238 
mt |} a IR 2 114 95.3 42.0 58.0 1.7 1, 435 75.3 
| a 284 89.8 10.7 37.5 1.6 61l 72.2 
— 0 ee eee 119 93. 7 43.9 60. 6 2.0 1, 610 69. 2 
ONL. .... tinnancakalwede 98 90. 6 22. 2 42.1 2.9 1, 885 56. 2 
ERS <a 89 89. 1 10.4 52.3 rs 295 89. 4 
. 8 __. ae eee 84 84.2 6.2 50.7 9 740 90. 8 
9 Van Buren (d).-.--..------ $85 | Rae 48. 2 7 91 75.2 
a Ae 92 92.9 14.8 45.0 1.4 898 76.0 
i | Saad are cea 9 74 93. 0 4.0 31.3 .9 622 85.5 
1 Nr ace bees 84 90.7 5.8 41.6 1.3 900 77.2 
. 5 Williamson... .-..---.----- 124 94.4 45.9 65.1 22} 1,102] 60.4 
of \ i ae RR 117 89.4 51.4 58.7 L? 1, 300 71.9 
. 4 
+4 1 Indexes of farm-operator family level-of-living (United States average for 1945=100). 
. 6 2? Combined index covers both counties marked (a). 
9 3 Combined index covers both counties marked (b). 
-4 4 Combined index covers both counties marked (c). 
’ H § Combined index covers both counties marked (d). 
. 2 Sources: ‘‘ Level of Living Index,”” U.S. Department of Agriculture; other, U.S. Bureau of the Census. 
.0 
2 
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TarLe VII.—Classification of 71 low-income rural counties in Tennessee among 
lists of U.S. counties with lowest levels of living, highest percentage of low-income 


farms, and both, 1954 





County 


Classification ! 





500 U.S. 


counties— 





index 


With highest 


sales of less 
than $2,5 


i 315 U.S. 


| _counties— 
Falling into 


With lowest percent of farms} both low living 
level-of-living) having gross | level and low 


| farm sales lists 
| 








TT uweoncuity 
EEE ee ee 
Cumberland 


Decatur 
SEM SSS AS PES eee 
SE OS Se ae stale 
i he SERS RR ee 
Fagette..:.....- 3 
ids once tian atiak Hediasewas Solin 
Rie ines winkathinincin die Neddews dawn 


Md 6-5 iebackins alte eectiahiieks inact asscabeet 
TES SS OE eee see 
OS SEL Ee 


See footnote at end of table, next page. 








nahe “| denon -snaeuen 
Seen: meee eke és 
a oe ce 
eh we | CRE BT 
-—+“- .| - 
Racthnnanteich= liga ananiqensns 
x. By & DY OR 
; oe tb eT ere 
ee til 3 Ee Pa 
Ee at i RES a se 
| See jp Sere 
ee secitiok pp eer 
ee  Saeerer ne 
+ Ee -=--| a erie 
ee ee EF 
PSE! SORE IS i eee 
_ . eee | ho ducaey ingen 
» fh TEER ETS 
| Es OS EPs 
, 1 

















dis 
are 
Co 


lab 
Fk 


bri: 


clas 
hav 











AREA REDEVELOPMENT ACT 127 


TaRBLE VII.—Classification of 71 low-income rural counties in Tennessee among 
lists of U.S. counties with lowest levels of living, highest percentage of low- 
income farms, and both, 1954—Continued 














| 
Classification ‘ 
| —— 
| 500 U.S. counties— 
315 U.S. coun 
County Kaci ties— Falling 
With. highest | into bothlow 
oe — percent of living level and 
| a farms having | low farm sales 
Pansy Sia gross sales of 
| less than 
I ches tileamtctheiakdant sielltoipckaun dee ctaceaeandarss : a me Mibtith de viccmatd 2 # 
a et Hane cad wocceenebiiast tiapeceqewe jg 63 Fee + aA Aol A 
SR a Fe Foss RPh wine Solis ons swoedbs ch beoenbbiades EC SACRE » KER Te pe 
SE, eee EE eee aE ES Sa ee i SeeRCE , ea: x. 
wen dings Leap ewe devs enasanesseneserncrwnns-seerreennser | Biv cwensann ae » ere x. 
1, Sia FESSOR Ge al Re Spa. RS ea i ee RT ES ae 
RES CR ae AC” ne a ead ee | wheleigeltes canndene dete ta dins deve 
SE eee ee ee a |! b a eee 











1“X” indicates that county is included in specified lists. Lists were prepared under direction of Sar A. 
Levitan, Legislative Reference Service of the Library of Congress, to provide information on “low income 
rural areas which would be eligible for assistance under a comprehensive Federal assistance program aimed 
to alleviate underemployment.’’ (Federal Assistance to Labor Surplus Areas, report pre at request 
of chairman of House Committee on Banking and Currency, 1957, p. 31.) 


Source: U.S. Department of Agriculture. 


AREA REDEVELOPMENT Fact SHEET No, 14—ALABAMA 


One labor market area in Alabama, Jasper, is suffering from chronic economic 
distress and would therefore be eligible for assistance under the Douglas-Payne 
area economic redevelopment bill. This market, which encompasses Walker 
County, is classified as a “smaller” area of substantial labor surplus by the U.S. 
Bureau of Employment Security. Four other labor markets are now in the 
labor surplus category and in a condition of prolonged unemployment would 
become eligible for such assistance. These labor market areas are Anniston, 
Florence-Sheffield, Gadsden, and Talladega. In addition, people living in 49 
Alabama counties, located in very smail labor market’ and rural areas, are liv- 
ing at substantially or seriously low levels of living as classified by the U.S. 
Department of Agriculture and are likely to qualify for Federal assistance 
under the Douglas-Payne bill. Adding Walker County, we get a total of 50 
counties, out of a total of 67 in the State, with 46 percent of the State’s popula- 
tion, in desperate need of assistance and currently eligible for aid under the bill. 

Local and state agencies in Alabama have not been able to solve the prob- 
lems of unemployment and underemployment. They lack the resources and the 
body of experience necessary to undertake the huge task confronting them. They 
must have the help of the Federal Government. 

The chronic nature of these unemployment and underemployment problems 
makes it vital that these communities be assisted in rebuilding their economic 
structure in order that they create a permanent condition of economic good 
health. These problems will not be surmounted by a general upswing in busi- 
ness throughout the country. The depressed urban and rural areas will not 
benefit from a general reduction in the level of unemployment. They will be 
the last to feel the tides of expansion. To hasten the process of recovery and 
bring them back into the mainstreams of American economic life, these com- 
munities must receive specific help. 


1Very small labor market areas are those which do not fulfill the requirements for 
classification by the Bureau of Employment Security as a “smaller labor market," i.e., 
having a labor force of at least 15,000 and nonagricultural employment of at least 8,000. 
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The distressed communities need assistance in diagnosing their problems, or- 
ganizing their community leadership in addition to the commercial interests, 
financal assistance to improve their facilities, and, finally, aid in building ade- 
quate industrial sites. They can obtain such assistance from the organization 
and funds which will be available under the area redevelopment bill. 


I, DISTRESSED LABOR MARKETS IN ALABAMA 


A. Jasper (Walker County) 


This labor market, located northwest of Birmingham, presently has a popula- 
tion of 52,000 and a civilian labor force of over 15,000. Jasper, the largest city, 
had 8,600 inhabitants as of 1950; the only other significant urban centers are 
Cordova and Carbon City. 

Walker County has been classified as an area of substantial labor surplus 
continuously since November 1952. Average annual unemployment as a per- 
cent of civilian labor force has ranged from 7.3 percent to 15 percent for the 
years 1953 through 1957. 

The chief reason for the area’s distress has been the protracted plight of 
its bituminous coal mining industry, which remains, nevertheless, the largest 
nonagricultural employer of labor in Walker County. The larger, more profit- 
able, seams have been exhausted, and the local industry feeds the Birmingham 
steel mills only by Operating on smaller profit margins. From time to time 
the ranks of the unemployed have been swelled by layoffs in the significant 
lumber and basic timber industry and in the Indian Head cotton mill in Cordova. 
Adding to the difficulties of the area is the fact that most of the sizable num- 
ber (3,600 as of mid-1953) of persons engaged in agriculture work on small- 
scale and subsistent farms. 

The labor force in the Jasper market has declined significantly; it is known 
that there was a decrease of almost 2,000 between 1954 and 1957. This is 
primarily attributable to sizable outmigration. From 1950 to 1958 the popu- 
lation of Walker County decreased from 63,000 to 52,000, a decline of some 
17 percent. Despite this movement the Jasper area continues to have a sub- 
stantial labor surplus. 

The economic and social problems of Walker County are pointed up through 
a comparison of key statistical indicators for this area and for the State as 
a whole. 

Average weekly number of continued unemployment compensation claims as 
a percent of covered labor force was two to three times as great in the Jasper 
area as in all of Alabama from 1953 through 1957 (table I). 

Walker County residents, who currently make up 1.6 percent of the State’s 
population, received 2.6 percent of the aggregate unemployment compensation 
benefits disbursed in Alabama in the 5-year period running from 1953 through 
1957. In 2 of these years the proportion was 3 percent or more (table ITI). 

The plight of the unemployed is intensified through the exhaustion of unem- 
ployment compensation benefit rights. From 1953 through 1957 exhaustions 
in the Jasper area were significantly higher in relation to the State total 
than the ratio of its population to the total for Alabama (table IIT). 

The ratio of public assistance recipients to population was markedly higher 
in Walker County than in the State as whole for each year from 1953 through 
1957. For the Jasper area the average annual percentage in this period was 
8.80; for Alabama it was 5.82. This has been reflected in the more than pro- 
portionate amount of public assistance payments disbursed in Walker County 
(tablés IV and V). 


B. Other surplus labor markets 

Presently there are four other labor market areas in Alabama which fall into the 
“substantial labor surplus” category. All were so classified for sizable periods 
in recent years, showed notable improvement, but have reappeared in this clas- 
sification in 1958. The four labor markets are Anniston (Calhoun County), 
Florence-Sheffield (Colbert, Franklin, and Lauderdale Counties), Gadsden 








Flor 


Gad 


Talli 


cre% 


It. | 


mar 
of t 
forc 
Wh 
they 
Sta 


by 
of u 
in t 
deve 
of t) 


Agr 
in t 
and 


of ¢ 
witt 
The 





[- 


p- 


1- 


er 
as 
0- 
ty 


he 
\s- 


en 





AREA REDEVELOPMENT ACT 129 


(Etowah County), and Talladega (Talladega County). The periods in which 
they had substantial labor surpluses and the reasons for the high unemploy- 
ment are indicated below. 





Area | Period of labor surplus Causes of labor surplus 


| 





Ee RT a April 1954 to May 1956...... | Substantial cutback of civilian workers in 
| defense establishments (Fort McClellan 
| and Anniston Ordnance Depots) was 
| primary cause of rise in unemployment. 
yoffs also took place in wood products, 
primary metals, and textile plants. 
R23. a ee en Reduced employment believed to have 
} |; taken place in iron foundries, machinery, 
| | and textile industries. Flagg-Utica Corp. 
may close knitting mill employing 500. 

Florence-Sheffield. ............ | November 1954 to Septem- | The rise in unemployment was largely 
| ber 1956. attributable to the closing of a leather 
| | products factory, and layoffs in alum- 
| inum plants and in the construction 
| | industry. 
| February 1058_.............. | Employment decreased in the chemical 
j | industry. Construction employment 
| | declined with the completion of several 
| facilities. Textile employment de- 
| creased. Flagg-Utica Corp. may close 

| its plant in Florence, employing approxi- 
| mately 900. 

Gadsden... ...................| January 1954 to May 1955...| Layoffs were concentrated in the area’s 
| | iron and steel mills and foundries. 
| | Cutbacks in employment took place at 
| an Air Force depot and in textile mills. 

February 1958...............| Substantial cutbacks occurred at iron and 

| steel mills. Some decline inemployment 
registered at textile mills; the large Cone 

Mills plant, which has been operating on 

a curtailed basis, has an uncertain future. 

Talladega. ................-...| May 1954 to July 1955....... The downward trend in area employment 
| was led by sharp declines in ordnance and 

textile operations. Also significant were 

layoffs of Talladega County residents 
who had been employed in nearby areas 
and the return of former outmigrants. 

TONED TRB inncneccctnannn Unemployment reached substantial levels 

through the closing of an ordnance plant, 

the completion of a construction project, 
and cutbacks in chemical and textile 
plants. 





} 











The possibility of chronic unemployment in the above labor markets is in- 
creased if the threatened closings of a number of large plants materialize. 


II. LOW LEVELS OF LIVING IN VERY SMALL LABOR MARKETS AND RURAL COUNTIES 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Alabama. In areas where more than one-half 
of the population are in urban communities, substantial proportions of the work 
force are employees. In them, unemployment provides a direct test of distress. 
When people are unemployed they are receiving no income. When employed, 
they are earning income. It may be insufficient, but we now have Federal and 
State fair-labor standards which are setting floors on such income. 

But the economic distress of the self-employed and farmers cannot be tested 
by unemployment. The most accurate determinant of their distress is the degree 
of underemployment and the adequacy of family income. The standard of living 
in these communities provide us such a gage of the adequacy of their economic 
development. The U.S. Department of Agriculture has classified the counties 
of the United States on the basis of standard of living. 

The farm operator family level of living index of the U.S. Department of 
Agriculture provides us with a yardstick for measuring the standards of living 
in the 49 Alabama counties which are outside of urban labor market areas 
and have more than half of their populations in rural areas. 

The farm operator family level of living index reflects the average level 
of current consumption or utilization of goods and services. It is not identical 
with an income or expenditure level, which is more appropriate for urban areas. 
The measure is an index for an entire county which can be compared with thosa 
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of other counties in the United States. The farm operator family level of living 
index includes: (1) Percentage of farms with electricity; (2) percentage of 
farms with telephones; (3) percentage of farms with automobiles; and, (4) 
average value of products sold or traded in the year preceding the index (ad- 
justed for changes in purchasing power of the farmer’s dollar). 

In classifying the counties, we followed the U.S. Department of Agriculture 
low-income classifications which placed farms in the low-income category on 
the basis of three criteria: (1) Farms which average less than $1,000 residual 
farm income to operator and had farm operator family level of living index 
below the regional average and 25 percent or more of commercial farms Classi- 
fied as low production; (2) average farm operator level of living index was in 
the lowest fifth for the Nation; (3) 50 percent or more of the commercial farms 
were classified as low production. Areas meeting all three categories were 
classified as serious low-income counties; those meeting any two of the criteria 
were Classified as substantial low-income counties; those meeting one of the 
criteria were classified as moderate low-income counties. In 1954 the average 
county index for serious was %); for substantial, 111, and for moderate 126. 
In this survey we have included all counties which have an index of less than 
126 as being low-income counties probably qualified for assistance under the 
Douglas-Payne area redevelopment bill. 

A. Substantial and serious low levels of living 

In all of the 49 counties in the very small labor market areas and rural 
counties the people are living on substantial or serious low levels of living. 
These counties had 44 percent of the total population of the State. 

1. Levels of living—The average farm operator family level of living index 
for the United States was 140 in 1954: 122 in 1950; and 100 in 1945. In 
1954, the average for all counties in Alabama was 87. Among the 49 counties 
with serious and substantial low levels of living, the unweighted average 
was 8&3. The lowest level was in Wilcox County which had an index of 46. 
The number with indexes under 75 was 15; indexes of 75 to 90, 16; 90 to 
100, 18; 100 to 111, 3; and from 111 to 126, 2 (table VIT). 

2. Per capita income.—The low levels of actual cash income in these areas 
is further amplified by the data on average per capita income. While the 
United States per capita disposable income in 1956 was $1,708, the average 
for the State of Alabama was $1,120. The unweighted average for the 49 
counties was $784, or 54 percent below the national average and 30 percent 
below the State average. Only 1 of the 49 counties had a per capita income 
in excess of the State average. The lowest per capita average appeared for 
Wilcox County with $598. The distribution was as follows: Counties with 
per capita income of less than $600, 1; $600 to $700, 7; $700 to $800, 27; 
$800 to $900, 6 ; and over $900, 1. 

3. Inadequacy of nonagricultural employment.—One measure of the under- 
development in these areas is the small number of nonagricultural jobs. 
While the 49 counties had 44 percent of the State’s total population, they had 
only 24 percent of the nonagricultural employment. In the State as a whole 
there were 17 nonagricultural jobs for each 100 persons in the population in 
1957. The unweighted average for these 49 counties was 9 jobs. The dis- 
tribution of the counties by number of nonagricultural jobs per 100 persons 
in the population was as follows: 2 or 3 jobs, 3; 4 or 5, 12; 6 or 7, 8; 8 or 
9, 7: 10 or 11, 5: 12 or 13, 10; over 13, 4. The county with the highest num- 
ber was Chambers, with 23 nonagricultural jobs per 100 persons in the 
population. 

4. Percentage of farms with value of products sold or traded under 
$2,500.—The unweighted averuge percentage of farms which earned less 
than $2,500 on products sold or traded in these 49 serious and substantial 
low levels of living counties was 74 percent. This compared with 71 percent 
for the State as a whole and 36.8 percent for the United States. The county 
with the highest percentage of farms below $2,500 was Randolph County with 
92.6 percent. Following it was Fayette County with 89.4 percent. The remain- 
ing counties were distributed as follows by proportion of farms where value of 
production sold or traded was less than $2,500; Between 80 and 90 percent 14; 
between 70 and 80 percent, 18; between 60 and 70 percent, 8; between 50 and 60 
percent, 5; and under 50 percent, 2. 

5. Percentage of farms with electricity—In the United States 98 perceut of 
the farms had electricity. Alabama as a whole was nearly up to that level with 
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87.7 percent, thanks to the TVA. The unweighted county average of these 49 
counties was 85.2 percent. There were 8 counties with under 70 percent of their 
farms having electricity, 6 with 70 to 80 percent, 10 with 80 to 90 percent, and 
25 counties with 90 percent or over. 

6. Percentage of farms with telephonces._-The low proportion of farms with 
telephones is indicative of the low standards of living. While the United States 
average is 48.8 percent, the average for Alabama is 15.9 percent and the un- 
weighted average for these 49 counties was 12.5 percent. The highest per- 
centage of farms with telephones was in Shelby County with 45.1 percent. 
The distribution of the remaining counties was as follows: Counties with more 
than 30 percent of farms with telephones, 1; with 20 to 30 percent, 4; with 10 
to 20 percent, 24; with less than 10 percent, 19. 

7. Percentage of farms with automobiles —Automobile ownership adds con- 
siderably to the standard of living, as it opens new horizons not otherwise 
within reach. Of course, if income is inadequate to maintain and operate the 
automobile, it is of little use but the proportion of automobile ownership is a 
general indication of living standards. Department of Agriculture declares that 
“farm families with automobiles are more likely to be able to take advantage 
of various services located away from the farm, such as health facilities, 1i- 
braries, and recreation, than those who do not own automobiles.” The pro- 
portion of farms with automobiles in the United States was 88.9 percent 
whereas in the State of Alabama the ratio was 42.7 percent, and the unweighted 
average among these 49 counties was 39.7 percent. The counties were dis- 
tributed as follows as to the percentage with automobiles: In 6 counties 50 
percent or more of the farms had automobiles; 19 counties had 40 to 50 per- 
cent; 18 counties with 30 to 40 percent and 6 counties had less than 30 percent. 
Wilcox County had the lowest percentage with 20.9. 

8. Percentage of outmigration.—The population of the United States increased 
by 9 percent between 1950 and 1955. In Alabama there was only a slight in- 
crease in population of 4.3 percent between 1950 and 1958. Only 7 counties 
among the 49 recorded a rise in population. The remaining 42 lost population 
due to outmigration. The percentage decline in population among these was 
as follows: 7 counties showed a less than 5 percent drop; 18 counties, a 5 to 
10 percent drop: 19 counties, a 10 to 20 percent drop; and 3 counties, more than 
20 percent. The county with the highest drop in population was Winston 
County, with 31.8 percent. 

B. Low-income classification 

The Douglas-Payne bill provides that aid is to be given to 800 rural counties 
with “the largest number and percent of low income farm families” and where 
there exists “substantial and persistent unemployment.” 

In order to select the counties and economic areas which should secure im- 
mediate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
highest percentages of farms earning less than $2,500 on products sold or traded 
and to focus on those counties which appear on both lists. <A list of 500 counties 
in the first category and another list of 500 in the second category was de- 
veloped and from these was derived a list of 315 counties which met both of 
these ce. nditions. In the above list for the United States, 35 counties of the 49 
under consideration are to be found. The disproportionately high ratio of 
sich counties meeting this test of priority provides a measure of the great 
need in this State (table VIT). 


C. Basic causes of substandard living standards 


Depressed living conditions in the very small labor market and rural areas 
are the result of insufficient land and capital, the improper choice of farm prod- 
uct and the absence of adequate off-farm employment opportunities. To pro- 
mote the economy of such an area it is necessary to redesign it in order to assure 
a base for further development. The above conditions themselves handicap the 
area in dealing with its own problems, because the population is without the 
wealth and experience and resources on which to build a sound economy. 

Cotton is by far the most important agricultural product in Alabama, and 
the problems associated with cotton have severely hurt the farmers in the State. 

In a recent appearance before the House Agriculture Committee, E. F. Mauldin 
of Leighton, Ala., cotton farmer now serving as a consultant to Alabama State 
legislators, noted: 
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“Our farmers are more demoralized than ever before. They find farm labor 
gone, their tenants vanished or barely existing, their plows rusting, their tractors 
down, their mules converted to dog meat, their fields vacated and lying idle, 
their rural communities disappearing, and their country homes, churches, and 
schools standing vacant like corroded monuments to haunt the memory of what 
once was a cherished and respected way of life.” 

The causes are low prices and a 35 percent slash since 1953 in the number of 
acres allowed to be planted in cotton under the administration’s “flexible” sup- 
port system. For, as the Nation’s cotton surplus mounts, the acres planted with 
cotton are cut. The Southeast—Alabama, Georgia, the Carolinas, and Missis- 
sippi—have borne the brunt of the decline, while the acreage of States further 
west has fared proportionately better. 

The explanation is that a State’s share of the national cotton acreage is based 
upon its average acreage in the preceding 5 years. And with poor cotton farm- 
ers in the Southeast abandoning the soil, Alabama’s allotment has decreased, 
which has penalized farmers remaining on the soil. For when their neighbor 
quits cotton farming, other farmers get their acreage cuts, so that some indi- 
vidual allotments have been cut 70 percent since 1953 in contrast to the national 
acreage decrease of 35 percent. 


D. Efforts at aiding substandard rural areas 


1. Federal rural development program.—The rural development program is a 
long-range cooperative effort built around local efforts and Federal technical 
aid for substandard counties. The program was initiated in June 1955. The 
primary responsibility for coordinating the effort rests with the Department of 
Agriculture. 

At present only two Alabama areas are being assisted. They are Chilton and 
Fayette. The program emphasizes the need of improving the economic base of 
low-income rural counties by increasing productivity of low-income farmers in 
commercial agriculture, increasing the productivity and prospects of nonfarm 
jobs by encouraging new industry in these rural areas, and raising the social 
and economic standards within the area. 

This Federal program enjoys limited funds and depends primarily on volun- 
tary effort. It cannot provide the extensive technical assistance required for 
the thorough economic study of rural areas leading to redevelopment. It can 
provide no funds for the construction of new local public facilities or for the 
construction of industrial plants if such may be required in order to stimulate 
industrial development. 

2. State and local programs.—-We have already indicated the limited nature 
of State and local efforts in Alabama and the difficulty of expecting sufficient 
expansion in the light of the limited resources of this State. 


E. Conclusion 

The population of the very small labor markets and rural areas in Alabama 
is not sharing the benefits of our economy. Their economic development has 
hardly begun. Beset by the discouragements, the shackles of poverty and low 
living standards, the people cannot be expected to rise through their own efforts. 
The present programs are inadequate. 

Average per capita income in Alabama is not rising at the same rate as in 
the remainder of the country and is held back by the absence of a sound base 
for economic expansion and by its low income. Both urban and rural areas 
are handicapped by these conditions. The Federal Government can provide the 
assistance which will stimulate this area to attain the prevailing American levels 
of economic well-being. 


TARLE I.—Average weekly number of continued unemployment compensation claims 
as a percent of covered labor, Alabama and Jasper labor market area, 1953-57 

















1953 1954 1955 1956 | 1957 
I iat ttlinn pit naling aplignindlgast ms 3.3 | 5.9 | 3.6 3.7 4.0 
Jasper County (Walker County)..........-----.-.-- | 9.5 | 13.7 9. 2 | 8.7 | 7.7 





Source: State of Alabama, Planning and Industrial Development Board. 
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TABLE II.—Total amount of unemployment compensation benefits paid, in the 
Jasper labor market area and in Alabama, 1953-57 





| | Alabama (in | Jasper area 
Year | Jasper area | thousands as percent 
| 











dollars) of Alabama 

1953._.___- as iw gee Da ae I $410,080 | $10, 519.6 3.9 
|S ASP UR EEGs ETON BIT YY 25 STE, 560, 256 18, 901.7 3.0 
OS EA he ae aR Rear et aarti ase 246, 582 11, 306. 2 2.2 
1956 eS RIA SE ; 294, 002 | 12, 493. 9 2.4 
1957 i eae SION, 6 ERE ERS 302, 643 | 17, 741.8 1.7 
ye ond teas eee vuptidetan cae eee | 1, 818, 563 | 70, 963. 2 2.6 





Source: State of Alabama, Planning and Industrial Development Board. 


TaBLe III.—Number of unemployment compensation claimants who exhausted their 
benefits in the Jasper labor market area and in the State of Alabama, 1953-57 























Jasper area 
Year Jasper area Alabama _ / as percent of 
Alabama 

Races, CO ee eee ee Se Oe ED eS | ee OE 
1953 548 18, 824 2.9 
LP net ae ae eee pee ee 1, 044 35, 917 2.9 
1955 ‘J ; bea B.S en en 524 | 24, 427 2.1 
1956. sii osenctini's dace otealibneniatas iG 389 | 19, 245 2.0 
1957 i oI Ress boas cete are Awenpe : 458 | 26, 734 8 
AnnielSverhie; IONE... 2. cccnncgwncensscwconges~ss 593 | 25, 029 2.4 

! 








Source: State of Alabama, Planning and Industrial Development Board. 


TaBLE IV.— Number of public assistance recipients as a percent of population, 
Jasper labor market area and Alabama, 1953-57 











Year ! Jasper | Alabama Year ! Jasper . | Alabama 
area area 
6. 69 le 8 See ares coe - 10. 29 6. 90 
7. 67 4.72 
9. 22 5. 84 Average, 1953-57... .-- 8.80 5. 82 
10. 14 6. 53 


























1 Figures are for September of each year. 


Source: State of Alabama, Planning and Industrial Development Board. 


TABLE V.—Totlal amount of public assistance payments in the Jasper labor market 
area and in Alabama, 1953-57 





Jasper area 
Year Jasper area Alabama as percent of 


Alabama 





Thousands | Thousands 





ee attics SN en eee ant Seen $946 34, 494 2.7 
1954___ TE RRR ee SN ND : 956 32, 842 2.9 
1955. . Sndegdeseuaabas wpnsebsedsnee 1, 247 40, 843 3.1 
Saree SS EE MN Se ae 1,570 53, 349 2.9 
1957... eS pC SNES 1, 882 67, 882 2.8 

eg ee een nee G .  E 6, 601 229, 410 2.9 














Source: State of Alabama, Planning and Industrial Development Board. 
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TaBLE VI.—Population, nonagricultural employment and per capita income in 
49 low-income rural counties, Alabama 





County or area 
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aS ie eee ee SBS | 
i RRS ae ae | 
Cullman 


OS oh I Se < dene ee rs 
Nn ek a Siciee meniernish woe at 
Me Bia Pei ie sell ae | 
Ee sh ee ie ok mn owkme ms 

Greene ____- te PF CERES 


0 eee 5 ae 5 
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SSS PR BRS ie IT 902 
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| 
17 $1, 120 
8 | 7 
9 986 
~ 739 
13 770 
4 787 
4 706 
12 755 
23 1, 123 
5 771 
6 7$ 
8 689 
14 806 
7 | 787 
5 | 716 
10 | 792 
7 653 
18 922 
6 77 
8 757 
13 77 
7 | 7% 
5 929 
18 903 
11 | 757 
13 | 799 
4 | 670 
5 | 635 
7 | 761 
9 | 739 
13 656 
3 708 
3 673 
3 874 
12 767 
13 707 
11 841 
10 765 
5 | 713 
11 700 
13 897 
12 765 
4 925 
6 946 
g 929 
5 764 
7 681 
5 598 
13 | 865 


1957, related to 1958 population. 


Sources: Population: Estimated by Alabama Bureau of Vital Statistics, 
Planning ani Industrial Development Board. 
ing Power,” Sales Management, May 1957. 


Employment: Alabama 


Per capita income: Estimated for 1956 by “Survey of Buy- 
Figures represent personal disposable income. 
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TaBLe VII.—Level.of living, value of products sold, and low-production farms in 49 
low-income rural counties, Alabama, 1954 












































| 
| Commercial 
Percentage of farms with— Average farms under 
Level of value of $2,500 products 
County or area living products sold 
index ! bi aan sold or 
(1945= 100) | traded 
| Electric- Tele- Automo-| per farm | Number | Per- 
ity phones biles cent 
Thou- 
sands 
Unived{States___.._....-- ° 140 93. 0 48.8 88. 9 $5. 2 1, 225, 775 36.8 
State of Alabama ot eee 87 87.7 15.9 42.7 1.7 67, 532 71.0 
Alabama counties: 
CS PRE GY Oa 87° 82.5 15.6 47,2 2.1 335 69.5 
RE RE eS 1124 90.8 31.6 54.1 4.1 556 43.1 
Barbour. A ; cb 76 74.9 | 11.3 41.2 1.9 1,149 66. 6 
TED as Sulsn donkwes 4 eel 84 92.8 11.0 40.8 9 27, 79.4 
TE RS aes 86 97.8 | 13.5 35.1 1.9 1, 542 71.1 
Bullock a eC 55 54.7 | 5.0 33.0 3 885 85.5 
Butler ech ae 84 85, 2 8. 42. 4 1.4 849 72.7 
0 ee 98 85. 6 | 24, 2 52.6 | 1.9 &42 82.8 
Cherokee... iapegoeliy 105 99.1] 13.5 59. 5 | 2.4 843 52.1 
Chilton ___ 93 On) . 7) eee! 1.3 976 | 74.2 
a aa aie : : 60 | 73. 2 | 4.7 | 24.2 | > | 599 86.6 
‘arke a os 64 | 79.0 7.7 23.9 .6 708 85.6 
NS a ae aise tate 92}; 24.9] 111 44.1 | 1.0 498 | 81.2 
Cleburne________- he: 98 97.1 | 11.8 | 49.6 | 1.9 303 58.1 
eee ST SESS) RS Paes 
=, by oace oo ‘ Oo. € o. ot. . 4d. 
Covington see Ent 89 96.0 | 11.2 | 44.8 1.6 1, 269 72.7 
RR a nae 81 88.7 8.6 | 38.8 1.7 1, 003 74.7 
7 cota ate 92| 97.3] 15.9/ 36.6 21] 3,186] 71.9 
|” WUSRS SRE ER a ee | 102 94.7 | 14.0 51.5 2.3 661 57.7 
De Kalb. ----- = mM) 97.0) 84 46.9 7) 3183) 74.3 
at ERAT Dee & ieee ¢ 90.3 | 21. 50.9 | ; 7 4 
Escambia EIR 9 | 891] 199| 35.6] 2.8 623 64.8 
Fayette __ ee aed 79 95.6 | 9.9 42.3 9 696 89.4 
Sa a | 92 | 97.6 | 7.3 | 43.8 | 2.9 1, 031 52.7 
Greene. __- eS ee A 49 | 52.1 6.9 22.9 | 1.1 1, 029 87.8 
Hale. ___. Pee 71 | 70.3 | 10.6 31.7 2.1 1, 186 78.9 
Henry le BR EGE a 91 | 86.2 | 8.0 56.1 | 3.0 720 48.4 
Jackson. --- 2-2-2222 2-2 s3| 94.7 | 7.3 37.7 | 17] 1,7 67.6 
Se Rs aaa a Oe 86 | 94.8 | ne 40.0 | 1.0 913 88.0 
NN RSS EES | 88 | 95. 4 12.3 41.5 | 1.8 1, 559 72.4 
poral. eee eat 106 97.1 | 20. 3 47.7 2.1 2, 182 72.0 
NS SS EA 72 68. 4 10.6 36.3 1.7 931 80.9 
a 68 61.1 | 13.2 35.9 1. . 946 78. 2 
CO SR RES Ee 62 | 65.9 | 10.0 28. 5 1.5 1, 541 84.5 
ON EAE FR 84 | 97.4 | 6.4 40.8 1.1 1, 244 87.1 
NS SESS 90 97.5 16. 7 39.0 2.2 2,113 65.5 
Monroe sie dli.wactinatendoedle 70} 76.3] 9.9 31.3 | 1.5 986 86.0 
5 es 74 77.4 10.4 33.2 27% 826 74.8 
ae dana 73 | 83.6 | 5.3 36. 4 1.3 1,115 84.2 
, REO R aaa  ee 92 | 88.7 14.4 49.3 2.1 1, 151 63.0 
Randolph... _- se 82 | 95.7 7.1 40.3 9 1,142 92. 6 
SS | 71 | 62.6 | 13.9 36.0 1.5 777 77.7 
ae osama 90 | 96.3 | 15.3 47.7 1.1 525 72.6 
OS iin Raa aa 120 | 97.8 | 45.1 49.7 | 2.0 273 51.6 
ES HER 58 | 57.3 10.8 22.4 1.1 1, 545 88.9 
Washington-.-- sakes 74 84.3 10. 1 33. 7 8 | 324 78.8 
Wilcox. ....- EE RR a 46 50. 5 | 4.7 20.9 1.1 1, 043 86, 1 
Winston... ._.- ‘ id 81 96.0 | 7.8 33.0 2.0 657 77.7 
} 








1 Indexes of farm-operator family level-of-living (U.S. average for 1945=100). 
Sources: Level of living index: U.S. Department of Agriculture. Other: U.S. Bureau of the Census. 
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TaBLE VIII.—Classzfication of 49 low-income rural counties in Alabama among 
lists of U.S. counties with lowest level of living, highest percentage of low-production 


farms, and both, 1954 














Classification ! 
! 
500 U.S. counties | 
| 315 U.S. coun- 
County ties falling 
With highest | into both low 
With lowest percent of living level 
level ofliving | farms having | and low farm 
index gross sales of sales lists 
less than $2,500 
STR CE IES SP ee ae Pe ye eetle a ie is Siena aes a zx 
aie CE RA. SIS ea sie RS BRA LS RMR RY FET oe 
i ee ick ctemnmmen . ester ees x 
eae Cs SR Ee Oy Se ae: ee € 
EGET NS ES. 5.. ae ae 7 RS RS BL 
en a ERS SE CoRR. 2 Eee aes Ia ees . ee cetera be bs 
ata aS ce NS Re Ee OE ee eee ae a ees | 5 See ee as 
RRR eA a PE Jape » aS f 
i ey eS ade padhclconninesascanaahticcaadbasecn 
I ollie rani nd tien he es ce oad . 1. ae | SERS xX. 
Pell SES SSE EES ete ER Ea <tr RE ee a. 
| OE he SSR ee aS et See ES : RR er a 
ee nates atid Sa el aR SR taal SR. a. X. 
eee ee ee ee A glbvedibacedouct ace 
MAS Aa Sarr ends er et ee » ROR, Rat = Te 
a en cnc onmbe yuma 5 RAE EERE Soe X. 
RS a I RE SCI. ESS Sire hE OE eud<anatoans » 3 
a Se Sak ng ee cee , Ee ae xX. 
lh RR? Se ESS a | eure . Cr . ip TE EX } 
| RE Sp EEE RE Na oe ee a a eer 
Ee Al ax baci iis Gatch Tipaisd od naed co swibnaeeaat, ice : eA SS xX. 
at i 2 RE a a se ee ee RES SSL RSS get re absen aS 
an oiicnn nena ¢albhintied adds ease aided - EERE ESS X. 
etal od | AERIS SS PN ESAS. 
ates it a eaincs a ndheneak nb pagnn busitmentebtese 5 SPS : a X. 
ee os ol en cein cneewennendoannes » 2 Se RE X. 
ee et | ce acaaed ES See Lee 
Mth oie pn akpeiadaraguosceupece | EE ER YF '€ 
Neen on neat eewaseumenewsia » eh aE Ea Sa X. 
RE EE RS Ee aE 9 a ee eee _ RR | AEE Te - 
en Ne Gaui « Sadcenbusementanh combvnemses eR ee 
Bs snaneewarrconssienegiace 1 ae , Seta * 
EA, cies tidiesadetinin ceunieskdanuscdesonceuscet | Te See | id ieaca tee X. 
RES SERRE CER ea | CE Oe | See | & aa » 
EES ss eons i dirnnciisainig ism a waite eb nd ipinkeon odds 0 . a a . BARRE Sek xX. 
aE AE SO at an a a +E IRIE SE, SSE SSE SEEY 
SEARS Ths aS Le Ae - Oe p a ne . 
ENTS a SR aE Ca ae . ve ee | I ee X. 
NN RENE LS, AEE EE ETT, | SENS Ee » 4 4 ae a 
SS SEES ps ar eG AE CSRS Sa ae RS Sse 
IGRI ESE NS SES SRL is TR eR ee ek atl — eae b 
PES, ag ER SE nee Se Se » TER. eee X. 
ctl lowe Gab wan timmidecginiewas oiwind ddan a | ERE TEE ae xX. 
ee Ek Sh shea cnneumasendnad maw Tuenndpanbiaasel Wikeasuonkseni cat 
es aimee oe ES xX. 
gl eT dtieeeacbtacbanes , ea , FEO? ahs 
|G A a a EE PE ARS , Se (SR xX. 
et ieee a nerkdedbccusdipbckdupuadivend : ES RE » ERE TS, C42 Xx. 














1X indicates that county is included in spotted lists. Lists were prepared under the direction of Sar A. 


Levitan, Legislative Reference Service of t 


Library of Congress, to provide information on ‘‘low-income 


rural areas which would be eligible for assistance under a comprehensive Federal-assistance program aimed 


to alleviate underemp! 


0 
of the chairman of the House Comnfittee on Banking and Currency, 1957, p. 31). 


Source: U.8. Department of Agriculture. 


ent.”” “Federal Assistance to Labor Surplus Areas,” report prepared at request 
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AREA REDEVELOPMENT Fact SHEET No. 15—Gsorcia 


Georgia has witnessed considerable economic growth but it has not solved its 
problems of underdevelopment. Out of a total of 159 counties in the State there 
are presently 134, all either rural in character or situated in very small labor 
markets,’ whose residents are living on substantial or seriously low levels of 
living (as defined by the U.S. Department of Agriculture), which may be eligible 
for Federal assistance to improve their economic situation under the Douglas- 
Payne area redevelopment bill. Moreover, the Toccoa labor market, encompass- 
ing Franklin, Habersham, and Stephens Counties, now is in the substantial labor 
surplus category, and in a condition of prolonged unemployment could be eligible 
at a later date for aid under this bill. 

Nonagricultural employment in Georgia declined markedly in the first quarter 
of 1958. There are a number of areas seriously affected by the large-scale cut- 
backs in the textile industry. From February 1951 to March 1958, total employ- 
ment in the textile industry had dropped from 115,000 to 99,000. Other industries 
such as automobiles and airplanes have been similarly affected. Urban areas of 
the State are therefore acutely aware of the current recession. 

The people in the 134 counties of the very small labor markets and rural areas, 
representing 49 percent of the State’s population, continue to suffer from the 
chronic problems which earned for Georgia, among other Southern States, the 
characterization, “the Nation’s No. 1 problem.” These are communities where 
the levels of living have been low—averaging 105 in contrast with the national 
average of 140—and where population has continued to decline, largely through 
outmigration. Here nonagricultural empolyment has been low and per capita 
income only half of that achieved in the State as a whole. 

The people of these small areas have not enjoyed the benefits of national or 
State economic expansion. They have continued to suffer from inordinately low 
standards of income. Their plight has been aggravated by the fact that many 
outmigrants have returned to their midst during this recession. 

Local agencies and the voluntary activities of such groups as the Georgia 
Power Co, and the Citizens’ Fact Finding Movement have not been able to handle 
these problems in comprehensive manner nor to measurably improve this dismal 
picture of underemployment and underdevelopment. 

Federal agencies must provide help to develop the blueprint for economic recov- 
ery, rehabilitation, and redevelopment. Organized community efforts can then 
flourish under the stimulation of the technical aid provided by a corps of experts 
reporting on the needs of the area. Grants and loans must be provided local 
areas to develop the public facilities necessary for economic advances. Finally, 
financial aid is essential for the construction of adequate industrial sites and 
buildings. Such economic expansion will be a boon to the entire Nation. Through 
such efforts the underemployed will make their rightful contribution to American 
prosperity and create new markets for American industry. 


I. LOW LEVELS OF LIVING IN VERY SMALL LABOR MARKET AREAS 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Georgia. In areas where more than one- 
half of the population are in urban communities, substantial proportions of the 
work force are employees. In them, unemployment provides a direct test of 
distress. When people are unemployed they are receiving no income. When 
employed, they are earning income. It may be insufficient, but we now have 
Federal and State fair labor standards which are setting floors on such income. 

But the economic distress of the self-employed and farmers cannot be 
tested by unemployment. The most accurate determinant of their distress is the 
degree of underemployment and the adequacy of family income. The standard 
of living in these communities provide us such a gage of the adequacy of their 
economic development. The U.S. Department of Agriculture has classified 
the counties of the United States on the basis of standard of living. 

The farm operator family level of living index of the U.S. Department of 
Agriculture provides us with a yardstick for measuring the standards of living 
in the 141 Georgia counties which are outside of urban labor market areas and 
have more than half of their populations in rural areas. 


1 Very small labor market areas are those which do not fulfill the requirements for classi- 
fication by the Bureau of Employment Security as a ‘‘smaller labor market,” i.e., having 
a labor force of at least 15,000 and nonagricultural employment of at least 8,000. 


28046 O59. 10 
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The farm operator family level of living index reflects the average level of 
current consumption or utilization of goods and services. It is not identical 
with an income of expenditure level, which is more appropriate for urban 
areas. The measure is an index for an entire county which can be com- 
pared with those of other counties in the United States. The farm operator 
family level of living index includes (1) percentage of farms with electricity, 
(2) percentage of farms with telephones, (3) percentage of farms with auto- 
mobiles, and (4) average value of products sold or traded in the year preceding 
the index (adjusted for changes in purchasing power of the farmer’s dollar). 

In classifying the counties, we followed the U.S. Department of Agriculture 
low-income classifications which placed farms in the low-income category on 
the basis of three criteria: (1) Farms which average less than $1,000 residual 
farm income to operator and had farm operator family level of living index be 
low the regional average and 25 percent or more of commercial farms Classi- 
fied as “low production,” (2) average farm operator level of living index was 
in the lowest fifth for the Nation, (3) 50 percent or more of the commercial 
farms were classified as “low production.” Areas meeting all three categories 
were classified as serious low-income counties; those meeting any two of the 
criteria were Classified as substantial low-income counties; those meeting one 
of the criteria were classified as moderate low-income counties. In 1954 the 
average county index for “serious” was 90; for “substantial,” 111; and for 
“moderate,” 126. In this survey we have included all counties which have 
an index of less than 126 as being low-income counties probably qualified for 
assistance under the Douglas-Payne area development bill. 


A. “Substantial” and “serious” low levels of living 


In 134 out of the 141 counties in the very small labor market areas and rural 
counties the people are living on substantial or serious low levels of living. 
These counties had 49 percent of the total population of the State and 88 per- 
cent of the population outside of the large and small labor market areas. 

1. Levels of living.—The average farm operator family level of living index for 
the United States was 140 in 1954, 122 in 1950, and 100 in 1945. In 1954, the 
average for all counties in Georgia was 105, which hardly exceeded the na- 
tional average for 1945. Among the 134 counties with the serious and sub- 
stantial low level of living, the unweighted average was 101. The lowest level 
was in Gilmer and Union Counties which had an index of 72. The number with 
indexes under 75 was 3; indexes of 75 to 90, 18; 90 to 100, 39; 100 to 111, 43; 
and from 111 to 126, 31 (table IT). 

2. Per capita income.—The low levels of actual cash income in these areas 
is further amplified by the data on average per capita disposable income. While 
the U.S. per capita disposal income in 1956 was $1,708, the average for the 
State of Georgia was $1,286. The unweighted average for the 134 counties was 
$864, or 49 percent below the national average and 33 percent below the State 
average. Only 4 of the 134 counties had a per capita income in excess of the 
State average. The lowest per capita average appeared for Hancock County 
with $597. The distribution was as follows: Counties with per capita income 
of less than $600, 1; $600 to $700, 16; $700 to $800, 32; $800 to $900, 44; $900 
to $1,000, 18; $1,000 to $1,100, 9; and over $1,100, 14. 

3. Inadequacy of nonagricultural employment.—One measure of the under- 
development in these areas is the small number of nonagricultural jobs. While 
the 134 counties had 49 percent of the State’s total population, they had only 35 
percent of the nonagricultural employment. In the State as a whole there were 
19 nonagricultural jobs for each 100 persons in the population in 1957. The 
unweighted average for these 134 counties was 10 jobs. There was one county 
where there was only one nonagricultural job per 100 people in the population. 
The distribution of the remaining counties by number of nonagricultural jobs 
per 100 persons in the population was a follows: 2 or 3 jobs, 17; 4 or 5, 19; 
6 or 7, 23; 8 or 9, 17; 10 or 11, 11; 12 or 13, 13; over 13, 33. The county with 
the highest number was Whitfield ,with 30 nonagricultural jobs per 100 per- 
sons in the population. 

4. Percentage of farms with value of products sold or traded under $2,500.— 
The unweighted average percentage of farms which earned less than $2,500 on 
products sold or traded in these 135 serious and substantial low-levels-of- 
living counties was 56 percent. This compared with 52 percent for the State as 
a whole and 36.8 percent for the United States. The county with the highest 
percentage of farms below $2,500 was Heard County with 92.8 percent. Follow- 
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ing it was Lincoln County with 88.9 percent. The remaining counties were dis- 
tributed as follows by proportion of farms where value of production sold or 
traded was less than $2,500: Between 80 and 90 percent, 8; between 70 and 
80 percent, 19; between 60 and 70 percent 26; between 50 and 60 percent, 30; 
between 40 and 50 percent, 24; and under 40 percent 25 (table II). 

5. Percentage of farms with electricty.—In the United States 93 percent 
of the farms had electricity. Georgia as a whole was nearly up to that level 
with 92 percent, thanks to the TVA. The unweighted county average of these 
134 counties was 90.4 percent. There were 2 counties with under 70 percent 
of their farms having electricity, 14 with 70 to 80 percent, 29 with 80 to 90 
percent, and 89 counties with 90 percent or over. 

6. Percentage of farms with telephones.—The low proportion of farms with 
telephones is indicative of the low standards of living. While the U.S. average 
is 48.8 percent, the average for Georgia is 22.1 percent and the unweighted 
average for these 134 counties was 18.4 percent. The highest percentage 
of farms with telephones was in Dougherty County with 45.9 percent. The 
distribution of the remaining counties was as follows: counties with more 
than 30 percent of farms with telephones, 20; with 20 to 30 percent, 29; with 
10 to 20 percent, 51; with less than 10 percent, 33. 

7. Percentage of farms with automobiles.—Automobile ownership adds con- 
siderably to the standard of living, as it opens new horizons not otherwise 
within reach. Of course, if income is inadequate to maintain and operate the 
automobile, it is of little use but the proportion of automobile ownership is 
a general indication of living standards. Department of Agriculture declares 
that “farm families with automobiles are more likely to be able to take advan- 
tage of various services located away from the farm, such as health facili- 
ties, libraries, and recreation, than those who do not own automobiles.” The 
proportion of farms with automobiles in the United States was 88.9 percent 
whereas in the State of Georgia the ratio was 57.8 percent, and the unweighted 
average among these 134 counties was 55 percent. The counties were dis- 
tributed as follows as to the percentage with automobiles: in 48 counties 
60 percent or more of the farms had automobiles; 48 counties had 50 to 60 
percent; 33 counties had 40 to 50 percent; 9 counties with 30 to 40 percent, 
and 1 county had less than 30 percent. Charlton County had the lowest 
percentage with 28.3. 

8. Percentage of outmigration.—The population of the United States increased 
by 13 percent between 1950 and 1957. In Georgia the increase was 8.5 percent 
during this period. Only 32 counties among the 134 recorded a rise in popula- 
tion. The remaining 102 lost population due to outmigration. The _ per- 
centage decline in population among these was as follows: 34 counties showed 
a less than 5 percent drop; 27 counties, a 5 to 10 percent drop; and 41 
counties, a 10 to 20 percent drop. The county with the highest drop in popula- 
tion was Dawson County, with 19.2 percent. 


II. LOW-INCOME CLASSIFICATION 


The area redevelopment bill provides that aid is to be given to 300 rural 
counties with “the largest number and percent of low income farm families” 
and where there exists “substantial and persistent unemployment.” 

In order to select the counties and economic areas which should secure im- 
mediate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
highest percentages of farms earning less than $2,500 on products sold or 
traded, and to focus on those counties which appear on both lists. A list of 
500 counties in the first category and another list of 500 in the second category 
was developed and from these was derived a list of 315 counties which met both 
of these conditions. In the above list for the United States, 15 counties of the 
134 under consideration are to be found. The disproportionately high ratio of 
such counties meeting this test of priority provides a measure of the great need 
in this State. 








140 AREA REDEVELOPMENT ACT 


III. BASIC CAUSES OF SUBSTANDARD LIVING STANDARDS 


Depressed living conditions in the very small labor market and rural areas 
are the result of insufficient land and capital, the improper choice of farm 
product and the absence of adequate off-farm employment opportunities. To pro- 
mote the economy of such an area it is necessary to redesign it in order to 
assure a base for further development. The above conditions themselves handi- 
eap the area in dealing with its own problems, because the population is with- 
out the wealth and experience and resources on which to build a sound economy. 


IV. EFFORTS AT AIDING SUBSTANDARD AREAS 


A. Federal rural development program 


The rural development program is a long-range cooperative effort built around 
local efforts and Federal technical aid for substandard counties. The program 
was initiated in June 1955. The primary responsibility for coordinating the 
efforts rests with the Department of Agriculture. 

At present only four Georgia areas are being assisted. They are Meriwether, 
Twiggs, Habersham, and Wayne. The program emphasizes the need of im- 
proving the economic base of low income rural counties by increasing produc- 
tivity of low income farmers in commercial agriculture, increasing the produc- 
tivity and prospects of nonfarm jobs by encouraging new industry in these rural 
areas, and raising the social and economic standards within the area. 

This Federal program erjoys limited funds and depends primarily on volun- 
tary effort. It cannot provide the extensive technical assistance required for 
the thorough economic study of rural areas leading to redevelopment. It can 
provide no funds for the construction of new local public facilities or for the 
construction of industrial plants if such may be required in order to stimulate 
industrial development. 


B. State and local programs 


We have already indicated the limited nature of State and local efforts in 
Georgia and the difficulty of expecting sufficient expansion in the light of the 
limited resources of this State. 

Vv. CONCLUSION 


The population of the very small labor markets and rural areas in Georgia 
is not sharing in the benefits of our economy. Their economic development has 
hardly begun. Beset by the discouragements, the shackles of poverty and low 
living standards, the people cannot be expected to rise through their own ef- 
forts. The present programs are inadequate. 

Average per capita income in Georgia is not rising at the same rate as in the 
remainder of the country and is held back by the absence of a sound base for 
economic expansion and by its low income. Both urban and rural areas are 
handicapped by these conditions. The Federal Government can provide the 
assistance which will stimulate this area to attain the prevailing American 
levels of economic well-being. 
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TaBLE I.—Population, nonagricultural employment and per capita income in 134 
low-income rural counties in Georgia 



































| Population 

i | Nomagricul- | Per cap- 
County or area | Number, | Percent tural employ-| ita in- 

| 4. :. | change from | ment per 100 | come 1956 

| Jan. 1, 1957 | 1950 persons ! 

Ne Oe PO ook inegdenascuncodumecee 3, 739, 100 | 8.5 19 $1, 286 
Rive non w onesie cnsotuquegs~<-diss+<-ssesanedes 13, 200 | —5.8 6 | 720 
Atkinson.-_-- his alle oe as acto eti> Bh es 7, 100 | —3.6 3 | 745 
Pacon.......--------------------------------------- 8, 700 —2.7 7 | 821 
I a as chal cian nt OES) Ee , 200 —12.6 | 1 | 635 
PL cbs ceiennbphquteas ane oduneem w--ee-----| 35, 000 17.8 9 702 
RS LA onl, Sa Art cnc covceckadhoa then sical 5, 900 | -14.9 | 9 | 643 
Barrow --..--- - keuatrnnsbeusuriaeseete | 12, 800 —2.4 | 24 | 70 
4 ERE aes ee ee 27, 500 | 5] 15 | 1, 044 
Ben Hill. .-.....-. Syne eneee asus kasadastoateala 14, 200 | —4.6 | 13 | 962 
Berrien. _-.-.- o—— * re kiwagabicaden aes amrnt 12, 800 | —8.3 | oT 860 
SNS 6 cid athiiehedhuiatamahunhs Hhausdeeuessaos 8, 300 | —10.0 | 15 $12 
eS er, Seen - 6, 400 | .2 | 5 | 676 
Brooks 16, 100 | —11.4 | 5 | 74 
Bryan-... Torin 6, 100 | 2.3 | 3 | 849 
Bulloch 22, 800 | —7.9 | 9 | 859 
Burke 21, 500 | —8.3 | 7 | 752 
Butts-- EP ee 8, 800 | —3.1 | 12 | 897 
TES RE ee See ee ee 8, 000 —6.7 | 7 | 820 
SIDING £5 65 we ose Sétespanamesorcesnees<ocesenes 8, 400 | 14.7 20 | 1, 099 
ee aaa he, RR aR ier eee ae = 7, 100 | —11.9 | 6 | 884 
EE ito tenenntandevene Sedaaapplspingane | 32, 200 | 5.6 | 19 | 974 
I PN is 2S sagt a Ble ee a 16, 900 | 11.6 | 4 1, 157 
eee ee eee 4, 500 | —6.7 | 10 1, 036 
ccs SCP. co ude cues eaesuwannen 21, 700 | 2.4 | 23 | 1, 155 
Nice cankaaviddeacanekthiunkpeacduaaeiante 20, 600 | —.7 | 15 | 965 
Slt uchackypatibobeiisres sie cnweingilpitien’ Lichites ata iS Sa SES Sah | eC RS RR ae 
BN sis ~ nancocannawnncepansesesncsscennsingsensase= 5, 000 | —14.5 5 | 78 
Clinch. - 5, 800 | —3.5 12 | 1,117 
Coffee ___. 26, 200 | 9.3 ® 866 
Colquitt 36, 200 | 6.5 | 13 1, 008 
Columbia 9, 000 | —5.5 | 9 947 
Ek Si a REISS OF 11, 600 | —4.9 | 9 845 
MOU. « 5 cecccnccnhsnasevecnscosseeneases 28, 700 | 3.3 24 943 
TL... otdubakseseaseacokenaheusacauhadiawe | 5, 300 —12.8 | 7 842 

tip nddinditascshpdditentanutivintireade canhiwde 8, 500 | 15.4 4 807 
OND ins o oieodomecsccccatecnsceses.cwndenecasene= 3, 000 | —19.2 2 668 
BE --pannpanesspectonquacscsnensuneesepecnsepes 28, 200 | 19.4 13 981 

Slt A hertettns buy Wadeehad ed cnneneadagukenwpher 15, 7 —12.1 8 829 
ET lista headband chenenceckcksonmaneme 57, 200 | 31.1 19 1, 432 
ES Eee EE Se METS 12, 600 | 3.5 4 895 
ARS Ss RE ee ee ae 16, 300 | —6.4 5 814 
AERTS SSP SS eS ee 2, 400 | —3.8 5 788 
SE EE ES ee ee } 8, 800 | —3.7 3 843 
dh slid seh sth teitiinwisdbdpiaionssnthnats 17, 000 | —8.5 19 989 
NE re, nian ibaa resdckdaweedqannwes 17, 100 | —13.6 12 843 

ER RES SSSR EE -| 5, 900 | —11.3 13 718 
SF Se ae 2 ee eer eee 14, 500 | —4.6 4 958 
|S Taal a aaa et ee I SP oe eee 7, 700 —3.5 4 976 
EE chad. cacancascopegbounnchunsunbeteagluns an 10, 7 —2.8 10 651 
SNOT << cinndoe cde scondcansccoscecosanocanssetapess 9, 400 | —5.7 | il 648 
DT. . cancadhs nmiaddnien bobdcbedadbodhaaadon 2, 900 | —19.0 5 605 
SE i iniecng, bina was whiny Laeerliaaip ican = amie tie «Sie 34, 700 19. 5 7 1, 367 
LF Aah neonnpinn BE EE 18, 200 | —3.8 17 835 
RSE ee or ee See } 18, 100 | —4.4 10 861 
EE a ee ta eee 11, 800 | —8.1 13 792 
TE. nnn ncaoien twit tidesidackunsdetbaskettsal 9, 400 | —14.9 6 597 
ND, ncannentwarancasqussaadasessscens osabentes 14, 600 | —.4 25 1, 002 
Ne ee ne Daw oahicmanneiaoekh 10, 800 | —4.1 6 836 
SE iin oe sc oddetkakbasdtedoathaeesmieaniaouaee 13, 100 | —9.6 12 839 
ee ee Ee Se aN ee 6, 100 —12.5 3 713 
DGGE atttidnceusenemedtbnncgeiesEibhgnatibnacens 15, 700 —1.0 7 780 
EASE a RII AEE EB TEP CIEE, Sig a 10, 700 —10.6 4 812 
REE, Skng,tapivivauspeusncentndcerdpatbectonndd 17, 500 —7.9 19 892 
| See eS ee eae. | 6 i 6, 600 —11.7 5 858 
OS EEE a ae ee eee ee 9, 400 | 1.1 11 781 
 GRRRae seer RR ee ae ee Seer mee 17, 100 | —9.3 ll 777 
EL Sans ongidinihnbndanenedemsacn ste Mndindeehenein 9, 200 | —10.4 9 818 
NE a a eee ae eee oe 8, 600 | —13.1 5 7. 
isians hntenanehasiapunthncupesdhscdsheneeme 6, 600 | —12.5 9 7 
Lamar : 9, 500 —7.2 18 1,174 
SERS RS PE TEE. ee 4,900 | —4.9 3 802 
Laurens 30, 500 | —7.9 13 833 

eee, odin tale aes kpeh atmhnoaauaminnirnitas 5, 800 | —13,1 2 676 
Liberty 8, 900 | 5.4 x 700 
Lincoln 5, 600 —13.3 | 8 826 





See footnote at end of table, next page. 
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TABLE I.—Population, nonagricultural employment and per capita income in 134 
low-income rural counties in Georgia—Continued 





County or area 





EEE ES A A, Se a Pe ae 
SN SEES PEE TE SE I eee 
I SER SSS ee a ee eee ee 
ERAS RR Ie 2 
Ee aca adintin wun 
SS Fe a ee 18 ak 


ES Sa Se ee eS 2 ee 


Montgomery--- 

Morgan 

Murray 

Newton..-..----- 

Oglethorpe-- 

Peach... 

Pickens_- 

Pierce_- “a i 

Pike_-- op OS on 
Rea hd ids doh aeiivk arsine wih ep 
OO EEE fon > RE ee 


Rockdale-__._- 


Seminole-. -- 

Spalding - 

Stewart __ Bes 

Sumter-_.-..- i ie ahaha eds 
Talbot. ES. BR SS eA Abe 
Taliaferro... - ee : : 
Tattnall____. - iia ‘ 

SS eee as 

Telfair... Ee STS eee 

Terrell. .....- - i ood 


a 

Treutlen. --..--- 

ae 

eee 

| Se 7 a. 
stave SA RSS <2 SRE i peed 
Upson. .-..-.- RE SS Se. OO er ae Se 


EE eee tee 
Rs dalecccswese ae* 


I iiicik cb chiteeucdiees ocans 


SEER aS SS Se A ae 
ES es: cae ; 
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Population 
setpieititeearicciameenn mcotietieiceetiiniadial SRO || Sr ane 
Number, | , Percent turalemploy-| ita in- 
Jan. 1, 1987 change from | ment per 100 | come 1956 
seed wits 1950 persons ! 
3, 700 | 2.8 2 $783 
‘45, 400 28.9 16 1, 143 
6, 900 4.9 7 891 
11, 700 2.2 20 1, 004 
6, 400 | 6.5 6 | 824 
12, 800 | —9.9 8 780 
10, 900 —10.9 5 808 
6, 300 —3.4 6 63] 
20, 200 | —4.1 14 945 
8, 200 | —9.1 3 813 
21, 600 —4.1 10 851 
10, 000 | —5.0 12 1, 072 
7,000 | —11.4 7 699 
10, 200 | —14.3 9 805 
10, 500 | —1,7 6 820 
20, 000 —.9 20 1, 122 
8, 600 | ~Ih¢ 5 777 
11, 800 | s 14 1,111 
8, 400 —5.1 20 870 
10, 100 —9.1 8 780 
7, 600 —10.2 3 793 
7, 800 —11.5 11 919 
6, 800, —12.1 16 901 
2, 900 —3.8 3 684 
7, 100 —4.4 11 796 
11, 900 —13.8 & 862 
8, 800 4.0 2 963 
3,30 —18.2 4 771 
16, 600 —7.8 6 663 
7,600 —3.9 | 7 891 
8, 300 —9.7 | 6 737 
| 
7, 200 | —6.3 | 6 722 
3, 900 —13.6 7 727 
14, £00 —9.0 709 
8, 200 —10.0 6 762 
11, 300 —14.5 10 886 
12, 500 —12.7 8 844 
34, 300 1.1 15 1, 048 
24, 900 9.9 9 1, 031 
17, 200 —1.1 18 906 
4, 100 —14.6 4 680 
5, 700 | —12.6 5 75 
52, 400 5.1 23 1,319 
10, 300 —1.7 7 
7, 400 —10.9 13 7&2 
7, 100 —3.0 2 652 
25, 900 3.3 24 1, 164 
42, 600 11.5 17 1, 308 
19, 300 —4.6 18 904 
34, 100 12.6 16 1, 244 
8, 700 —.9 | 6 770 
18, 700 —11.0 | 11 72h 
14, 200 —.3 22 894 
4, 100 | 5 3 603 
5, 900 | —12.1 2 761 
5, 700 —4.2 13 645 
38, 800 | 12.7 30 1, 193 
11, 100 —10.4 14 843 
8, 700 —11.1} 17 955 
17, 800 | —8.1 | 3 | 793 





1 Employees covered by Georgia Employment Security Law, September 1957, related to population as 


of Jan, 1, 1957. 


Sources: Population—U.S. Bureau of the Census and “Survey of Buying Power,’’ Sales Management; 
“Nonagricultural Employment,’”’ Georgia Department of Labor. 
Sales Management. 


Income—“Survey of Buying Power,’ 
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TaB_e II.—Level of living, value of products sold, and low-production farms in 134 
low-income rural counties, Georgia, 1954 

















| Value of Commercial 

| | Percentage of farms | products farms under 

| Level of with— | sold or | 2,500 products 

| living | traded j sold 

| index! |__ = es) lL ee 

| (1945= 100) | (in thou- | | 

| Elee- Tele- | Auto- | sandsof | Number! Per- 

| tricity phones | mobiles | dollars) | cent 

County or area: | | 
United States is udipliantinisall 140 93.0 48.8 88.9 | §.2 1 36.8 
State of Georgia._......_- 105 92.1 | 22.1 | 7.8 2.7 | 61.7 
Georgia counties: | | | 
Appling Pe: Sea - 95 95. 5 21.0 | 46. 6 2.2 596 56. 6 
Atkinson : 2 96 96.5 6.2 49.1 3.3 187] 35.7 
Bacon.... . indignation a4 98.9 | 2.1 46. 8 2.8 325 | 40.3 
Baker oh callie ed 85 78. 4 10.4 50. 5 2.5 442 69.9 
Baldwin er ’119 95.7 | 2.0 68. 2 2.3 161 81.7 
Banks srameitiy 100 96.4 8.0 61.1 | 2.3 335 | 59. 0 
Barrow Saba 98 95.8 8.5 61.4 3.0 | 410} 62.0 
Bartow im ied 117 97.3 35.4 62.3 2.9 408 | 49.2 
SQ ae paint 105 92. 5 20. 6 53.5 2.7 196 | 40.9 
Berrien - - i pane 103 99.0 5.7 58. 1 3.8 259 | 19.4 
Bleckley Siac Patel 109 98. 6 23. 5 51.9 3.0 345 44.9 
Brantley pimes ¢ 93 92. 5 16.7 | 35.1 | 1.7 215| 57.3 
Brooks. - BE Ea 8 9 87.9 8.5 | 49.7 | 3.8 | 562} 40.0 
Bryan duduthee 3 | 481 87.9 13.5 14.1 | 1.3 | 93 | 60.8 
I Sieccucceecoous nal 104 94.8 7.4 | 62.3 | 3.0 961 | 47.1 
Burke AA RBECY. st 8 | 83 72.4 13.9 40. 6 3.9 958 | 64.5 
Butts__--- Sindee iinet 108 90.3 31.6 72.3 1.5 316 88. 5 
Calhoun = 99 82. 5 14.4 45.1 4.2 301 48.3 
Camden ‘ «94 76.5 11.1 49.7 1.9 26 | 44.8 
Candler. =" 119 97.3 23.8 68.5 2.8 348 44.6 
Carroll 121 96, 2 33.1 66, 1 1.3 1, 005 | 78.5 
Catoosa ee 4109 Q&, 2 1.6 70.5 3.5 136 | 2.9 
Charlton «94 93. 5 13.9 2M 1.8 R5 65.9 
Chatooga. - - YS 94.4 10.3 60. ( 1.5 353 | 74.3 
Cherokee ._.- , 122 99. 4 27.4 sf) 5.1 281 26.0 
Clay : B2 £88 | 85.6 | 13.9 51.4 2.4 | 283 | 58.7 
Clivch 3 #94 99. 4 19.9 63.1 2.6 51 40.8 
Coffee 94 97.2 9.1 16.8 Sti 659 | 37.7 
Colquitt eis . 112 97.3 10.7 62.3 4.4 657 | 26. 6 
Columbia es pas + 102 80. 6 26.0 68,7 1.5 165 | 61.8 
ook... eee RG 102 96.1 | 7.6 54.1 3.8 370 34.3 

Coweta EE ES ad : 104 92. 5 4.5 | 9.5 15 536 | 76.7 
er 121 75.9 13.0 62.8 2.6 | 161 | 68. 5 
Dade.....- ere f 109 96.9 | 8.2 50. 5 6 | 130 | &3.9 
WWE. sacc2-c ; #102 | 99. 1 11.1 | 57.0 | 3.8 9} 311 
Decatur .- Sabai heed — 93 85.9 8.6 | 49.8 4.5 | 416 50. 5 
Dodge. . isan naire 98 | 93.9 15.5 1.5 2.0 697 | 66. 6 
Dougherty P -| 4122 | 82.7 | 45.9 | 74.2 4.1 | 216 56. 8 
Douglas. ‘ Sebel call 104 95.0 | 32.0 47,1 1.0 | 206 | 82.4 
Early - -- het 92 89. 6 6.2 48.3 8 578 | 39.7 
Echols : A 94 97.6 13.4 51.2 2.1 731 86.5 
Effingham , wiasieal 99 89. 5 | 27.2 55. 8 1.6 219 | 58. 5 
ee an 112 93.9 | 1.8 | 74.0 1.5 556 | 68.0 
Emanuel | 105 05.6 26.3 51.9 4 594 50.9 
Evans. ..--.-...- “ae k 92 90.8 | 27.7 38. 1 2.9 251 50.3 
Fannin weduahies 5; 79 91.1 13.1 34.1 6 145 72.5 
Fayette ; 3 96 94.9 28.4 52.6 1 325 73.3 
Forsyth_-_- nce 117 97.4 | 28. 7 56.7 532 316 | 27. 5 
Gilmer Serie 72 89.9 3.4 36.3 *, 200 7.1 
ESE ee ee 1100 95. 5 2.5 j 52. 5 ae 242 | 67.4 
Ly alias ne m 93 86. 1 1 54. 6 2.9 28 | 50.0 
Gordon saimagih tats 108 95, 2 24,7 60.9 2.4 4Q0) | 52.0 
Grady ; 105 92.8 § 5. 5 4.0 547 | 41.3 
Greene a » 04 85. 6 22.7 5. 8 1.6 287 | 72.8 
OS ee ee .| 76 72.0 | 6.9 46.5 1.4 | 460 | 76,2 
Haralson , wail 102 96. 2 31.3 8. 6 5.4 310 | 75.6 
| rs piweviccstaee 99 78.8 | 29.0 59. 4 1.3 215 | 72.4 
Hart . Manis | 92 6, 1 8.9 | 52.9 1.9 1, 105 | 81.5 
Heard eh. 93 93. 7 5.0 52.2 1.1 38 92.8 
Henry a ‘ 113 6. 4 28.7 62.8 1.8 606 | 71.4 
Irwin Le ? 102 96.8 11.8 9.6 3.2 73 42.8 
Jackson. SR ee § 112 96. 7 16.0 67.5 3.3 552 | 52.8 
Jasper i: © 109 89.2 14,2 59.1 3.31 259 67.6 
Jeff Davis.- , 4 97 98. 5 8.6 2 2.7 262 | 35. & 
Jefferson 5 ee = 111 92. 7 21.2 R¢ 560 | 60. 0 
| | ee ee eee 106 84.9 38.1 3. 2 411 | 59. 4 
Johnson hive btte Of 91.2 15.7 2.9 428 | 59.3 
Tones b"119 R&.g 40), 4 31 68 35. 6 
Lamar. P 120 87.4 44.1 1.8 245 72.1 
Lanier. ® 96 95.8 5.3 3.7 23 30. 0 





See footnote at end of table, next page. 








144 


AREA REDEVELOPMENT 


ACT 





TABLE II.—Level of living, value of products sold, and low-production farms in 134 
low-income rural counties, Georgia, 1954—Continued 








Georgia counties—Continued 
Laurens__.__. 
Se .| 
J eae 
Lincoln. ......- 
iS ae 
Lowndes ave 
EE ae 
Mc Duffie i 


SS a 
Meriwether _- 

Miller. _. 2 

Mitchell ___.__-- ‘<SCRre: 
Momroe........-.- aiiesbineacal 
EE ET 
Morgan._._.__-. A ee 
Murray... .-__- bas on 
Newton.__..__. tc 2D | 
Oglethorpe.___- Saehiceeaee 
Peeen....:... Ws 
Pee. ....... 

Pierce__ 

Pike. : 

Pulaski______ 

Putnam.. 
Quitman 
Rabun. 
Randolph. 
Rockdale... 
Schley. -__- 
Screven. ____. 
Seminole____- 
Stewart.......- 
| ee : 
Taliaferro. _- 
_ aae 
Taylor-__- 
Telfair _. 
Terre}l. 

Thomas 

Tift_- 

Toombs... 
Towns. 
Treutlen. 
Troup...- 
Turner... _- 
Twiggs... 
Union... 

Upson . _. 
Walker 

Walton 

Ware : 
Warren. 

Ww ashington 
Wayne. 

Webster _ “ 
Wheeler-. 
White____ 
Whitfield. __ 
Wilkes. - 
Wilkinson 
Worth... 


Level of 
living 
index ! 
| ¢ 1945= 100) 


| 


104 | 


i 122 
4 8] 
h 102 


mn 93 | 


- 115 
i102 
115 


m 93 | 


109 
108 
a 84 


106 | 


104 
103 
112 


109 
= 24 


105 


Percentage of farms 
wi 





Elec. | Tele- Auto 
tricity | phones | mobiles 
| j 
96.2 | 11.3 | 61.4 | 
75.6 | 16.2 | 48.1 | 
85.9 6.1 | 32. 5 
90. 1 9.8 | 63.3 
94.3 | 7.1 39.9 
91.6 27.9 64.4 
91.9 | 6.7 | 42.9 
90.2 | 35.5 | 68. 1 
97.2 4.4 | 43.1 
86.7 | 19. 0 55.5 
96. 9 17.0 69. 4 
72.8 | 14.5 50.9 
81.4 27.4 | 44.4 
94.4 16.1 51.2 
89.7 17.8 58. 5 | 
95.0 | 41.0 | 74.2 | 
91.7 | 15.9 47.2 
98.1 | 27.9 | 68.8 
93.3 4.0 | 49.5 
98. 4 | 35.5 | 68. 4 
96.5 | 23. 4 | 64.8 
92.0 | 35.9 62.1 | 
99. 3 20.8 | 58. 1 
95. 4 16.3 | 51.9 
88. 3 29. 4 63.0 | 
93. 5 13.7 74.3 
83.4 | 31.9 65. 5 | 
76.5 | 16.4 45.1 
93.0 | 11.6 39.4 
79. 6 | 17.2 49.3 | 
95. 1 40. 6 | 57.7 
89.7 | 23. 5 53.1 
77.3 | 21.6 | 48.5 
92.7 | 15.2 | 53. 2 | 
59.5 | 8.6 44.6 
66.8 | 18.5 50.9 
70.9 | 9.0 53.3 
92. 4 | 12. 4 | 45.3 
83.2 | 7.4 49.1 
92.0 | 16.0 | 46. 2 
83.6 18.3 61.7 
91.2 | 23.2 | 55.6 
7.3 | 36.7 | 53.9 
92.0 25.5 49.9 
93.7 7.9 38. 7 
88.0 | 13.5 56. 7 
90.2 | 45.6 | 64.4 
95.4 10.5 56. 0 
76.2 12.8 47.1 
92.2 | 3.2 32.6 
86.8 21.0 | 64.6 
93. 0 19.1 62.2 
95.5 15.8 73.4 
97.5 32. 5 | 62. 6 
97.0 17.5 60.9 
84.8 25.6 53.3 
96.9 13.4 44.7 
71.1 17.1 57.2 
95.7 7.9 40.1 
94.2 2.9 43.1 
97.4 13.2 70.0 
86.5 35.6 56.0 
0.2 5.7 49.0 
1 18.7 53.7 


Value of 


_| per farm 


products 
sold or 
traded 


(in thou- 
sands of 
dollars) 
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Commercial 
farms under 
$2,500 products 
sold 





Number | Per- 
cent 

1, 221 64.7 
230 48,2 
44 80.3 
160 | RRG 
121 63.7 
468 | 36.9 
120 17.1 
7 64.7 
16 80.0 
418 52.5 
21 46.0 
220 | 55.0 
797 72.5 
{XH 48.9 
577 | 39.8 
133 52.6 
252 51.2 
460 59.1 
366 67.9 
365 71.0 
300; 74.8 
76 | 43.4 
31 8.7 
350 34.8 
291 53.0 
281 49.2 
132 7.5 
45 | 29.8 
55 45.5 
373 49.4 
171 67.6 
225 58.0 
892 | 67.8 
170 28.8 
357 57.9 
126. 65.6 
141 | 75.0 
631 49.3 
317 57.7 
430 64.9 
4 38.5 
02 43.1 
363 35. 1 
563 56.6 
125 62.5 
259 4 
128 49.2 
377 49.0 
221 71.7 
351 74.4 
2 56.0 
375 67.9 
830 62.3 
193 31.3 
440 70.1 
733 | 66.6 
317 51.0 
224 64.7 
267 53.0 
125 26.5 
176 28.7 
423 75.1 
173 81.6 
853 44.8 





1 Indexes of farm-operator family level-of-living (U 


* Combined index covers both counties so marked 


bto* 


Counties with same symbols share combined index, as in note ¢, 


Sources: Level of Living Index, U.S. Department of Agriculture; othe 


.S. average for 1945=100). 


S. Bureau 


of the Census. 
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TaBLe III.—Classification of 134 low-income rural counties in Georgia among lists 
of U.S. counties with lowest level of living, highest percentage of low-production 


farms, and both, 1954 





County 


BNL = 2 Sct cep n= sesabboovsessekecnnksseasassuSernshe 
AERIS EES See tt wens deele wae 


Cook : 
EN te, Se. eS Sere 


See footnote at end of table, next page. 
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___| 315 U.S. coun- 
| | ties falling into 
| With highest | both low living 
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level of farms having | farm sales lists 





| Classification ! 
a 
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living index | gross sales of | 
| less than $2,500 | 
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TABLE III.—Classification of 184 low-income rural counties in Georgia among lists 
of U.S. counties with lowest level of living, highest percentage of low-production 
farms, and both, 1954—Continued 





Lee = ae 
Liberty .__-- 
Lincola .___- 
Long... 
Lowndes. - 
Lumpkin 
McDuffie - 
McIntosh __. 
Macon ; 
Madison _. 
Marion- ' 
Mariwether -. 
Miller _- 
Mitchell_- 
Monroe .. 


Montgomery. 


Morgan... 
Murray -.-.-..- 
Newton.._._- 


Oglethorpe __-- 2 


Peach __-. 


Pickens... .... 


Pierce 
Pike 
Pulaski 


Putnam. -.-__-- 


Quitman... 
Rabun....-- 


Randolph-__.__ 


Rockdale - -- 
Schley 
Screven... 
Seminole... 
Stewart... - 
Talbot... 
Taliaferro _- 
Tattnall _- 


Taylor......-- 


Telfair 
Terrell ___- 
Thomas 
Sa 
Toombs 
Towns... 
Treutlen _- 


p: See 


Turner 


;« See 


Union 


Walton. 
Ware 


Warren__..___ 


Washing 
Wayne 

Wehster 
W heeler. 


White_-_- 


Whitfiek 
Wilkes_. 


Wilkinson_____- 
se 


ton 


Ree ery 


County 


Classification ! 


500 U.S. counties— 

315 U.S, counf 
ties falling into 
both low living 
level and low 
farm sales lists 


With highest 
percent of 
farms having 
gross sales of | 
less than $2,500 | 


With lowest 
level of 
living index 
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x Xx Rea 
x | 
x 
x X x 
X 
x 
x 
x 
Xx 
X 
X Xx. 
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xX | 
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1X indicates that county is included in specified lists. 


to alleviate underemployment. 


: e } Lists were prepared under direction of Sar A. 
Leviton, Legislative Reference Service of the Library of Congress, to provide information on low-income 
rural areas which would be eligible for assistance under a comprehensive Federal assistance program aimed 


of chairman of House Committee on Banking and Currency, 1957, p. 31.) 


Source: U.S. Department of Agriculture. 


(‘Federal Assistance to Labor Surplus Areas,’’ report prepared at request 
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ts AREA REDEVELOPMENT FAct SHEET No. 17-—-SoutH CAROLINA 
mn 
Under the provisions of the Area Redevelopment Act (S. 3683), most of the 
-~ rural counties of the State would be eligible for assistance. Even under the 
restricted definition provided by the bill as passed by the Senate giving priority 
4 to 300 rural counties, 10 in South Carolina would get priority in assistance. 
One industrial labor market of the six now delimited in the State would, in 
nf | time, be eligible for such assistance. The Marion-Dillon labor market had an 
to | wnemployment rate of 6.17 percent in May 1958. Manufacturing employment 


ng has been declining in this area. Furthermore, it has had a previous record of 

ts . high unemployment, as witnessed by the fact that in February 1954, the un- 

f employment rate was 7.8 percent, and in February 1955, 7.1 percent. Close 

study of the area would establish its current eligibility. 

As for the other areas, unemployment in March 1958 was reported at 5.2 
percent in Charleston and 4.94 percent in Greenville. Reports for the other 
areas were not released at the time of this writing. 

We know that a number of the industries in the State have contracted over 
the last 10 years. The textile industry reports a drop in employment, from 
1953 to 1957, of some 8,000 people, bringing the 1957 total to 125,824. Since 
then, further unemployment has been created. Only recently the Victoria Mills 
in Rock Hill announced it would close permanently. Other textile mills are 
likely to close too. 

Moreover, employment over the last 10 years has dropped in the following 
industries, by the amounts noted in parentheses: Bakery products (326) ; 
barrels, boxes, baskets, and veneering (524); canneries (783); coffins and 
caskets (36); fertilizers (861); food products (59); foundry and machine 
shops (726); glass plants (106); ice plants (384); monuments and stones 
(94). The major offset to this drop has been the net rising in this 10-year 
} period in textiles; but now, this industry is shrinking. 

The major increases in employment in the State have been in the service 
industries, which has meant continued low incomes and retarded economic 
growth. 

As for the rural areas, all the remaining 37 counties are characterized by 
substantial or serious low-levels-of-living standards. In contrast to a U.S. 
level of 140 in 1954, the average level in South Carolina was 100, or a 40 per- 
cent lower level-of-living standards, according to the U.S. Department of Agri- 
culture. The lowest level, 62, was found in Berkeley County. Three counties 
have less than 75. 

While the 1957 average per capita disposable income for the United States 
) Was $1,708, the average for South Carolina was $1,060. For the 37 counties it 

was $891, or 48 percent below the national level. The lowest per capita average 
was in Lee County where it was $567. 

While 65 percent of the State’s population is in the 387 counties, they had only 

60 percent of the nonagricultural employment. They had only 15 nonagri- 

cultural jobs per 100 persons in comparison with a State average of 27. 

Only 61 percent of the farms in these counties had automobiles, as compared 
with a U.S. average of 89 percent. 

Most serious is the fact that population dropped in 16 of the counties and in- 
} creased in 21 counties. The county with the greatest population drop in the 
1950-58 period was Marlboro, with 7.1 percent. 

F _ There are 315 counties in the United States which are included on both a 
listing of the 500 counties in the country with the lowest levels of living stand- 
ards and a listing of 500 with the highest percent of farms having gross sales of 
less than $2,500. Nine counties in South Carolina are among the 315 which are 
included in both listings; they are the following: Allendale, Berkeley, Chester- 
field, Fairfield, Georgetown, Jasper, Kershaw, McCormick, and Union. These 
would be eligible for assistance under the Senate version of the area redevelop- 

+ ment bill. 

In addition, there are a number of counties with low levels of living standards 
which, however, do not fall into both categories. The additional counties in- 
cluded in the U.S. Department of Agriculture's listing of 500 American counties 
with the lowest standard of living were Beaufort, Clarendon, Hampton, Horry, 
Lee, Orangeburg, Sumter, and Williamsburg. 


hs The counties in South Carolina which are among the 500 American counties 
oe having the highest percentage of farms with gross annual sales of less than 


rest $2,500 were Abbeville, Anderson, Cherokee, Chester, Edgefield, Greenwood, Lan- 
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caster, Laurens, Lexington, Newberry, Oconee, Pickens, Saluda, Spartanburg, 
and York. 

Both types of communities—the urban distressed and the rural underde- 
veloped—should be helped to develop a healthy economy. The State as a whole 
is an underdeveloped one and requires assistance in development. Its industries 
have been resource based and are contracting. Its agriculture had depended 
upon high labor application and it, too, is suffering. All groups are agreed that 
economic development is the greatest challenge facing the people of the State. 

Passage of the area redevelopment legislation now pending in Congress would 
be a great step forward in meeting this challenge. 


AREA REDEVELOPMENT Fact SHEET No. 18—MICHIGAN 


Michigan has a higher rate of unemployment than most other area. In June 
1958, it was 15.4 percentof the labor force. Eighteen labor markets have sub- 
stantial labor surpluses. Three additional areas have more than 6 percent un- 
employment but have not been designated as official surplus areas. Other smaller 
labor markets have substantial labor surpluses but have not been defined. 

Four labor markets are eligible for assistance under S. 3683. They are De- 
troit, Iron Mountain, Monroe, and Muskegon. Three additional labor markets 
will qualify before the end of the year. They are Bay City, Flint, and Grand 
Rapids. 

The basic cause for the distress in the State has been the decline in employ- 
ment in the automobile industry. Metal and other industries have been affected 
by the shrinkage in employment and the closing of plants in the automobile in- 
dustry. While Michigan employed 503,000 employees in this industry in 1953, 
the number has since declined to 395,000 in 1957. By June 1958 the number 
was down to 235,000 persons, or 46 percent below the 1953 level (table I). Un- 
fortunately, the automobile industry has been seriously and adversely affected 
by many structural factors so that general industrial recovery will not increase 
its employment substantially or significantly. 

The great need in this State is for an intensified effort at diversification and 
the stimulation of new industrial and other activities. The chronic nature of the 
unemployment problems makes it vital that these communities be assisted in re- 
building their economic structure in order that they create a permanent condi- 
tion of economic good health. These problems will not be overcome by an up- 
swing in business throughout the country. The great distress in these communi- 
ties will persist. They will be the last to feel the tides of expansion. To hasten 
the process of recovery and bring them back into the mainstreams of American 
economic life, these communities must receive specific help. 

The distressed communities need assistance in diagnosing their problems, or- 
ganizing their community leadership in addition to the commercial interests, 
financial assistance to improve their facilities, and, finally, aid in building ade 
quate industrial sites. They can obtain such assistance from the organization and 
funds which will be available under the area redevelopment bill. 


I. MICHIGAN HAS 21 AREAS OF SUBSTANTIAL LABOR SURPLUS 


In July 1958, the U.S. Department announced that there were 18 labor markets 
with substantial surpluses. Three additional areas had substantial labor sur- 
pluses but were not so classified. In addition to the seven areas already noted, 
the following labor markets had substantial labor surpluses according to the 
U.S. Bureau of Employment Security: Adrian, Ann Arbor-Ypsilanti; Battle 
Creek, Benton Harbor, Escanaba, Ionia-Belding-Greenville, Jackson, Marquette, 
Lansing, Owosso, Saginaw. In addition, the other three surplus areas are Port 
Huron, Upper Peninsula, and Kalamazoo. 


If. BASIC CAUSES OF CHRONIC UNEMPLOYMENT PROBLEMS 


An old proverb has it that when the auto industry sneezes the State of 
Michigan’s economy catches cold. This is only a way of saying that Michigan’s 
economy is dominated by the automobile industry and gives a clue to one of 
the State’s basic difficulties. Lack of industrial diversification makes the State’s 
economy very sensitive to changes that occur within the auto industry. What 
appears to be evolutionary changes in the structure of the auto industry have 
tremendous effects upon the economic stability of the State. Thus, there is a 
temptation to simply point the finger of guilt at the automobile industry. 


~~ 
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However, it is not enough to point to the auto industry’s dominance and 
conclude that it has sole responsibility for the State’s economic well-being. 
Other forces are also at work and the sneeze heard in the auto industry may be 
the result of a cold caught from the national economy. 

The basic causes of chronic unemployment in Michigan are: 
A. Growth of Michigan’s population 

A very high birth rate and immigration rate have combined to raise Mich- 
igan’s population faster than the national average. This rapidly growing pop- 
ulation means that new workers are constantly entering the labor market in 
Michigan seeking employment and an increasingly larger number of job posi- 
tions must be found to keep these people employed. 


B. Advances in productivity brought about by increased efficiency and auto- 
mation 

One of the proudest traditions of the auto industry is their leading role 
as industrial innovators. Since the earliest days of the assembly line the 
auto industry has played a pioneering part in the introduction of more efficient 
cost-saving production methods and equipment. Today their leadership in the 
use of automatic equipment in the productive process has assured their posi- 
tion in the forefront of the movement toward fully automated factories. How- 
ever, the vast investment in automatic production equipment has reduced 
the number of job positions while at the same time incresaing the productive 
capacity of the plant. Thus, in Michigan, for example, a return to a high level 
of automobile production will likely not provide sufficient job positions to even 
reemploy the workers who had previously been employed by the auto companies. 


C. Loss of jobs due to closing of several large industrial plants 


Kaiser, Murray Body, Packard, Hudson, and Federal Truck are all examples 
of firms that closed their doors permanently during the last several years in 
Michigan. These are not firms that have relocated their production facilities. 
These are firms that have permanently stopped operating with a loss of literally 
thousands of job positions. Among the reasons responsible for these closings 
are: (1) Competition within the automobile industry, (2) changing production 
policies and methods in the large auto companies, (3) a substantial decrease in 
military procurement expenditures, and (4) a nationwide slump in the demand 
for consumer durables. 


D. Decentralization of the automobile industry 


The fourth and final basic cause of chronic unemployment in Michigan is 
the tendency of the automobile companies to disperse their productive fa- 
cilities. 

It is a widely held principle of locational economics that industry tends to 
disperse as new market areas grow large enough to warrant the construc- 
tion of local assembly plants. In the auto industry the tendency for plant 
facilities to be dispersed has been in evidence for a number of years. This 
has had a particularly unhappy effect on Michigan where the construction of 
assembly facilities in other areas has resulted in a relative loss of facilities 
for Michigan. 

III. CURRENTLY DISTRESSED LABOR MARKETS 
A. Detroit 

The story of Detroit is of course tied up with automobile industry. It has 
been classified as having substantial labor surplus from January to July 1952, 
March 1953 to November 1954, May 1956 to November 1956, from July 1957 to 
date. In 1956, 7.2 percent of its working population was unemployed. The 
unemployment rate was subsequently increased so that in August 1956, it reached 
11.5 percent. With the winter pickup, employment increased, reducing the un- 
employment rate to 5.3 percent in November but it continued to rise through all 
of 1957 exceeding 8 percent unemployment in the last quarter of 1957. In 
1958, the rates have been as follows: 














| | 
Month Number of Rate of un- || Month Number of | Rate of un- 
| unemployed | employment || | unemployed | employment 
a oe a See a Oe | ee | 
ee CEES eee 1, Seas 275, 000 | 17.9 
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B. Muskegon 


This labor market which includes all of Muskegon County has had a substan- 
tial labor surplus since June 1956. Its previous period of substantial labor sur- 
plus was from January 1954 to March 1955. At no time since that date has it 
fallen below 6 percent. The cutbacks in the automobile industry has caused a 
reduction in the nonelectrical machinery and primary metal industries which 
are basic to the community. Those receiving unemployment compensation 
benefits constituted 32.2 percent of the covered labor force in 1954 when the auto- 
mobile industry was also hard hit. In 1956, 22.7 percent of the covered labor 
force was receiving unemployment benefits. Unemployment was of such long 
duration that in 1957, 2,522 exhausted their unemployment compensation benefits. 

The rate of unemployment : ached its peak in 1956 in the month of July when 
it was 8.7 percent. But it never declined below 6.8 percent. In 1957 the rates of 
unemployqment varied between 6.8 percent as a low, reaching its top in December 
1957 at 10.7. The numbers of unemployed and unemployment rates in 1958 were 
as follows: 

















Month Number of Rate of un- Month Number of Rate of un- 

unemployed | employment unemployed | employment 

ener —| | oecnmeeneen |__| etn 

SS ee ee — i. a er 7, 300 | 126 

esata pie 7, 300 BO a eee 8, 200 14,2 

ncn atcesces 7, 200 DRC Si co wsavasscostamenmas | 8, 500 | 14,6 
C. Monroe 


This labor market includes Monroe County. The relocation of a large auto- 
mobile plant which had been the principal employer in Monroe outside of this 
area created a condition of acute distress. Some persons were recently re- 
employed when a new operation began in this very plant, but the new employ- 
ment has not been sufficient to absorb the unemployed. This labor market has 
had a substantial surplus during the last 3 years, beginning in May 1956. In 
1956, the highest months of unemployment were in July and August, when the 
rate was 11.8 percent. In 1957, the month with the highest rate was July 
(10.7 percent). Unemployment rose sharply at the beginning of 1958, reaching 
13.1 percent of the labor force in January and February. 


D. Iron Mountain 


This labor market includes Dickinson and Iron Counties. It has been classi 
fied as having a surplus since November 1952. This first period of chronic sur- 
plus extended to July 1953. After a short period of relief it was hit hard from 
April 1954 to September 1957. Some relief occurred in the winter of 1957 but 
it was reclassified as surplus in February 1958. This area has been dependent 
on iron-ore mining which has been severely hurt by the slowdown in the steel 
industry and foreign imports. 


E. Bay City area 


This labor market is located in the northeast center of Michigan’s Lower Pen- 
insula. It includes all of Bay County. Automobile parts is its most substantial 
industry. Other key industries are electrical manufacturing, food processing, 
foundries, and furniture. It has suffered from substantial labor surpluses in- 
termittently from February to July 1952; March 1954 to March 1955, and again 
from July 1957 to date. 

In March 1956, its unemployment rate was 6.5 percent, but it rose to 8.1 per- 
cent in June 1956. The level receded slightly in the remainder of 1956, but in 
1957 it had a rate in excess of 6 percent in 10 of the 12 months. In 1958 the 
number of unemployed and the rate was as follows: 

















Month Number of | Rate of un- | Month Number of | Rate of un- 
unemployed | employment ! unemployed | employment 

SD TS 12.7 | tS as Spey Ss | 5, 800 16.0 
EEA 5, 500 | Bit Th OOo Wei ae } 5, 600 15.6 
iwi er Ae 6, 000 | ID A I ine chm ela 5, 600 15.4 
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F. Flint 


This area includes all of Genesee County and the city of Flint, Michigan’s 
third largest city. It is strongly dependent upon the automobile industry, with 
General Motors plants dominating the industrial scene. Flint had substantial 
labor surpluses in March 1952, from May to November 1956, and now from 
May 1957. The shrinkage in the automobile industry is hitting it hard. 

The number of unemployed and the rate of unemployment has been as 
follows in 1958: 








—— ———— ———$—$_$_—_—__- 








| || | 
Month | Number of | Rate of un- || Month Number of | Rate of un- 
| unemployed | employment unemployed | employment 
| i| ‘ 
January - ---- bi ciesislocened ——e 5.1 April. ..... rE 25, 000 17.4 
February - pi cece: 14, 500 | PR Tl RY. vo occncaccuwnie | 26, 500 18.5 
March.__-. oe 20, 000 | 13.8 . eas 27, 000 18.8 








G. Grand Rapids 

Grand Rapids went through one slump when it lost much of its furniture 
industry to the South. Now it is seriously affected by the drop in employment 
in the automobile industry. This labor market includes Kent County. Sub- 
stantial unemployment appeared February 1957 when it reached 6.2 percent 
of the labor force. It has grown substantially since that date, attaining a 
high level of 8.9 percent in December 1957. The number of unemployed and 
the rate of unemployment in 1958 have been as follows: 


Month Number of Rate of un- Month | Number of Rate of un- 

| unemployed | employment unemployed | employment 
January - - - - — . ; 11.1 April. 18, 900 13.4 
February... | 16, 600 | 11.8 oS 19, 200 | 13. 7 
March 17, 600 12.5 || June_... . 19, 800 | 14.1 


IV. OTHER LABOR SURPLUS AREAS 


In addition to the distressed areas there are 11 areas with substantial labor 
surplus and 38 surplus areas which are not classified. There are, no doubt, 
other areas which could be classified if they were defined. 

Table II lists the periods when each area was classified as one with a sub- 
stantial labor surplus. The areas are not so classified immediately after they 
register 6 percent or more unemployment. The area must be one in which the 
labor surplus is not due to seasonal or temporary factors to be so classified. 
As a result, the months during which unemployment exceeded 6 percent is in 
all Cases greater than the number during which the area has been classified 
as having a substantial surplus. 

In table III the rate of unemployment is reported for eight areas for which 
regular reports are published. While Port Huron is not classified officially as 
distressed it has a chronic condition of high unemployment. As a matter of 
fact, the rate of unemployment exceeded 6 percent in all of 1956 and 1957. The 
lowest rate in 1956 was 6.4 and the highest, 8.4. In 1957, the lowest rate was 
6.9 and the highest 9.4. In 1958 the unemployment rate has reached 13.2 per- 
cent. 
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The following table is indicative of seriousness of unemployment in these 
eight areas: 

















Months in which unemployment rate ex- 
ceeded 6 percent 
Labor market | pa 
| | _In Ist 6 
1956 | 1957 | months of 
| | 1958 
| 
ER AE RE | OE eee eee 0 2 | 6 
| EE ae 2S |e See 0 3 | 6 
tts hess die cc kaenabiaiueteenkin<<tenqenseanes 1 4 6 
ee Ea then ne htt eet te at dathicesccinnbsapen se 6 3 | 1 
SSNs ES 3 1 | 5 
Upper Peninsula 6 7 | 6 
ce aeeddeineontdnpineseused 12 12 | 6 
EE EROS! SST SY SER A eee: Bs SS ae Cc 0 | 5 








| 


Source: Michigan Employment Security Commission. 


Vv. LIST OF CLOSED PLANTS 


To provide some indication of the extent to which the State has suffered from 
the plant closings and an index of the degree of economic severity, we call 
attention to the following list of recent plant closings in the State of Michigan. 
We may note that many others have occurred but have not been publicly 
announced. 


Company and plant location: Employment 
Borg-Warner Corp., Detroit Gear Division, Detroit___.__._._._____-_-__~- 400 
Chrysler Corp. : 

ET EAS RS SR ea Se Pe. a8 2, 700 
EES SSRIS SP ee eee ee ee 150 
i ed cies were inet eoame 600 
Ford Motor Co.: 
OE ISS SE 1 AR ARES a ES El a 325 
SC CREE RCE SES, ae oe ee ee ee 175 
General Motors Corp., Fisher Body Division, Detroit__.._._._._.________- 650 
Hayes Manufacturing Co., Grand Rapids.___.____._-.-______-_-___- 550 
IS SEU CO” | a lp 225 
age SS SR Ss | Ep fae eR aS apiteede 325 
Allied Paper Co., Monarch Division, Kalamazoo________...._.___--- 299 
General Conveyor Corp., Pleasant Ridge_........_......__________ i“ 16 
Picklands, Mather & Co., Youngstown Mines Corp., Anvil Palms 
a A in ee ew inn mies budciciin gid minlehpepein anne 289 
Northwestern Leather Co., Sault Ste. Marie________________________ HOO 


Rotor Ww use: Gor. pant No. 4 Lansing... .=....-....:-...-........- al 


VI. EFFORTS MADE TO REHABILITATE DEPRESSED AREAS 


A. State and local groups 

Local governmental and private agencies in all parts of the State are engaged 
in a variety of developmental activities, including economic surveys, industry 
promotion campaigns, and plant building programs. 

The State government, through the Michigan Department of Economic Devel- 
opment, provides guidance and technical assistance to local groups in setting up 
local industrial development corporations. The department also assembles in- 
formation pertaining to the physical and economic development of the State. 
There is no State program for furnishing financial assistance to local develop- 
ment agencies. 
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B. Federal programs 

The Federal Government has contributed to the reduction of unemployment 
in the following ways: 

1. Military supply contracts between 1954 and 1957 totaled $337,836,000 of 
which $4,928,000 resulted from preference given to labor surplus areas. 

2. Special accelerated tax amortization for new plans in surplus areas has 
been used to induce firms to build defense facilities in distressed areas. Since 
August 1957, however, these inducements to expansion and creation of produc- 
tive facilities have not been so numerous. Now certificates are limited to 
facilities to produce new or specialized defense items or to provide research, 
development, or experimental services. 


TABLE I.—Employment in Michigan automobile industry, 1949-58 


Average annual 
employment, 














Year: automobile 
ee SN eT eS TS wee SF 430, 000 
ce vac nen ign tio indag aati Lae en cps Sais econ ER 468, 000 
EE eae ee ee Ee eas Se 473, 000 
Ee ee ee ee nS Se 435, 000 
rsa Peat oi-sp sera te eielgso tig tas Ss clap adr cess honee ean aeoemed 503, 000 
SC IE ee a SEA RSA Ee ee oe Mee ee ae” Ne SEA 417, 000 
RRR) EES ERG ASR Seo BEE ES RR aE dec aier R ee SO 467, 000 
EE Ee IS ea Iva A oe eens SN aS LS PE 8 RR eo 404, 000 
2, SR ES eee s eae eae Be SER Ree ee Maes SNR ay 395, 000 
I Sa in dices cven evn ei civsnensttintagdiNtbnda nanilbaerge a agpctadaaiisdien tagpiateata thie impahaaatemmaiain 308, 000 
ESC eee en eee ee) Se ae Ane See ee 268, 000 


Source: Michigan Employment Security Commission. 


TaBLe II —Michigan labor surplus areas, by monthly periods of substantial surplus 

















Number of 
months of 
Periods of substantial | substantial 
labor surplus labor surplus Basic industry 
in 1956, 1957, 
January to 
June 1958 
Classified as labor surplus: 
RBG aero a May 1954-January 3 | Auto related fabricated metals, 
1955; March 1958. 
Ann Arbor-Ypsilanti,} April-January 1954; 2 | Auto related electrical equipment; auto 
April 1958. parts. 
Battle Creek..........| March 1954-March 6 | Autos; nonelectrical machinery and 
1955; January 1958. breakfast food. 
Benton Harbor. -.-..... be MR tet iii teee 6 | Household appliances, autos. 
on “eae May 1955-May 1956; 12 | Lumber and plywood and nonelec- 
February 1958. trical machinery. 
Ionia-Belding-Green- | January 1954—Janu- 3 | Autos; nonelectrical machinery, 
ville. ary 1955; March 
1958. 
IL, <3. sinvuineoes April 1954-January 8 | Autos 
1955; November 
1957. 
Marquette...__..__._- July 1955-July 1956; 11 | Iron ore mining. 
January 1958. 
Lansing...............| July-September 1956; 6 | Automobiles. 
March 1958. 
Ee ape a July 1954-January 6 | Electrical equipment; auto related 
1955; January 1958. textiles. 
eee March 1958...........- 3 Automobiles, foundries and nonelec- 
trical machinery. 
Not classified: 
Port Huron...........| March 1954-May 27 
1955; March 1956. 
SO SOND «bina oda cwedew cena cdigaies+|cetkcnncassbes 
ES HR OIE See a ETERS a 








Source: U.S. Bureau of Employment Security. 
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TaBLE III.—Michigan labor surplus areas by number of unemployed in June 1958 
and rate of unemployment in 1958 











Number Rate of unemployment, 1958 (percent of labor force) 
unem- 
ployed 
June 1958 | January |February| March April May June 
Mbtie Giles... a5. 5 - snp kee 5, 000 9.0 8.8 9.1 9.5 9.8 9.2 
EE Ea 6, 000 11.5 13.0 13.3 14.9 14.2 11.5 
fg Riaes A ER: 6, 200 10.1 11.0 14.5 12.6 13.0 12.9 
aR a ae 10, 000 6.1 7.1 8.6 10.6 11.5 1.8 
od cee Sire dwn oe ea 7, 900 5.8 6.8 9.0 11.8 11.3 11.3 
Upper Peninsula.----.--.------ 12, 700 13.8 14.8 16.0 17.1 14.5 12.9 
i PE eS agbewcotose 4, 100 10.8 12.0 12.7 13.2 12.5 1.8 
0 SE EES See 4, 500 5.6 6.1 6.6 6.6 6.4 7.4 


























Source: Michigan Employment Security Commission. 


AREA REDEVELOPMENT Fact SHEET No, 50—RHODE ISLAND: AN ENTIRE STATE IN 
CHRONIC DISTRESS 


Both labor markets contained wholly within Rhode Island have suffered from 
chronic unemployment for prolonged periods and would be eligible for assistance 
under S. 722. This is an entire State which requires help in economic redevelop- 
ment. Detailed studies of the other three partial labor markets are being pre- 
pared separately. These conditions suggest forcefully the urgent need of help to 
these areas for economic redevelopment. 
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A. PROVIDENCE LABOR MARKET 


This labor market which includes the counties of Bristol, most of Kent, Provi- 
dence and Washington, has been certified as surplus continuously since July 1951. 
Unemployment has been chronically high ever since. The following are the 
rates of unemployment in the years 1955 through 1958 : 





Unemployment as percent of labor force 








Annual 
Year average 
January | March May July Septem- | Novem- 
r ber 

tae Finan gectentihin Sapte dibn 10.0 9.9 9.9 8.9 6.5 5.7 8.5 
SE cclURnnbacdseseecdowenne 8.5 8.8 9.0 8.4 6.9 6.5 8.0 
adtwatdbneceduncwbiecwiecon 9.3 10.3 10.0 10.1 8.7 10.3 9.8 
DASE ci Ritabtndeiede <ntnendancnd 14.1 15.0 15.3 13.3 10.9 10.0 13.1 


























B. NEWPORT LABOR MARKET 


This labor market includes the entire county of Newport except the town 
of Tiverton, which is in the Fall River (Mass.) labor market. This com- 
munity has been certified as having a substantial surplus of labor since May 
1957. The following is the information on unemployment which is now 
available. 





Unemployment as percent 
of labor force Annual 
Year average 


March September 











tint erenins cctenegebhenthtinlekewnscmbebbesnakabadie 4.6 GP: . benowsngccenaes 
i inivadheuanweudhes Cenpcubinn enn nnecusnsaawgheh ephaganthnw 7.3 6.§ 7.1 
iintniue.sntudcedanen bbGieukesaseaseacacaguaceeahyaawie 9.2 6.2 7.7 














i Information not available. 


Impact of the administration bill (S. 3683) 


While the Providence labor market would qualify under the provisions of 
the administration bill, the Newport labor market would not. The Providence 
labor market had during 3 of the last 4 years rates of unemployment 75 per- 
cent or more above the national average. The Newport labor market did not 
meet the tests under the administration bill and would not qualify for assist- 
ance. The tests under the administration bill are as follows: 

(1) Current rate of unemployment of 6 percent. 

(2) Six percent unemployment during qualifying time periods. 

(3) Unemployment rate 50 percent above the national average for 4 of the 
preceding 5 calendar years, or 75 percent above the national average for 3 
of the preceding 4 calendar years, or 100 percent above the national average for 
2 of the preceding 3 calendar years. 

(4) A decline in nonagricultural employment, or a smaller than national 
increase in nonagricultural employment for the preceding 5 calendar years. 
The national averages of unemployment were as follows in the preceding 5 
years: 5.6 percent in 1954; 4.4 percent in 1955; 4.2 percent in 1956; 4.3 percent 
in 1957; and 6.8 percent in 1958. 


AREA REDEVELOPMENT FACT SHEET No. 51—NEw JERSEY: THE URBAN STATE 
WitH Four CHRONICALLY DISTRESSED LABOR MARKETS 


All but 1 of the 14 labor market areas in the State of New Jersey is cur- 
rently beset with a chronic state of substantial labor surplus. Four labor 
markets (Atlantic City, Bridgeton, Long Branch, and Wildwood) are now 
distressed and would be eligible for Federal aid under the Douglas bill (S. 
722). Nine other labor markets have substantial labor surpluses and would 
become eligible for assistance under S. 722 should the current high rate of un- 
employment continue beyond June 1959, as appears likely. Only one labor 
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market, Salem, is currently not in the substantial labor surplus category 
though unemployment during the first half of 1958 exceeded 6 percent and 
it is currently just below this level, 

The administration bill (S. 1064) would deny the benefits of Federal assist- 
ance to one of the four distressed areas; namely, Long Branch, and would 
delay the eligibility of the remaining areas for several years. 


I, STATE AS A WHOLE 


In January 1959, the rate of unemployment in the State as a whole was 93 
percent. No substantial change has since taken place. The number of un- 
employed was 221,000. There was a high concentration of chronic unemplcy- 
ment in the labor markets with more than 6 percent unemployment. In No- 
vember 1958, the number of unemployed in the areas of substantial labor 
surplus exceeded 6 percent of the labor force by 36,282, or 22 percent of the 
total unemployed (table I). This is a measure of the size of the unemploy- 
ment problem. 

The proposed area redevelopment legislation is designed to remove the 
excesses of unemployment in areas where substantial labor surpluses have 
become a chronic condition. The 26,050 unemployed persons in the 4 New 
Jersey areas which would be eligible for Federal assistance comprised 14 
percent of the labor force in these areas. The area redevelopment bill (S. 
722) would foster conditions which would stimulate the employment of at 
least 11,419 of the unemployed. 


II, DISTRESSED LABOR MARKETS 


There are four labor markets in which substantial labor surpluses have be- 
come chronic. These would therefore be eligible for assistance under S. 722. 
Structural changes and conditions in these areas have made them centers 
of chronic unemployment. They are Atlantic City, Bridgeton, Long Branch, 
and Wildwood. They must be helped to reconstruct their economies so that 
they may become prosperous complexes untroubled by the large pools of under- 
employed and unemployed persons (table II). 


A. Atlantic City labor market 

This labor area includes all of Atlantic County except for Buena Borough, 
part of Buena Vista Township, Landisville, and Minotola; the townships of Bass 
River, Shamong, and Washington in Burlington County; Waterford and Win- 
slow Townships and Chesilhurst Borough in Camden County ; Uppertownship and 
Ocean City in Cape May County; and part of Monroe Township in Gloucester 
County. Currently, it has a work force of some 63,100 persons. 

This area has been classified as having a substantial labor surplus since 1949. 


The only alleviations were those which occurred during the war periods through | 


military withdrawls and war-induced employment expansion in other areas. 
But, with the end of the war, the labor surpluses have been reestablished. 

Actually, unemployment is consistently high except during the 4 or 5 summer 
months. Over 80 percent of the nonfarm wage and salary workers are engaged 
in nonmanufacturing enterprises primarily serving the community, which is 
a bealth and vacation resort and a convention center. During the winter months, 
the rate of unemployment rises, as it did in January 1957 to 17 percent, in Janu- 
ary 1958 to 17.1 percent, and January 1959 to 18.3 percent. 

The average annual rates of unemployment in this labor market were as 








a 


follows: 10.3 in 1950, 8.1 in 1951, 7.8 in 1952, 8.2 in 1953, 9.5 in 1954, 10.1 in 19565, | 


9.3 in 1956, 9.4 in 1957, 11.5 in 1958. 


B. Bridgeton, N.J. 


This labor market includes all of Cumberland County: part of Atlantic County 
(Buena Borough, Buena Vista Township, in part) ; Gloucester County (Frank- 
lin Township and Newfield Borough) ; and Salem County (Elmer Borough and 
Pittsgrove Township). Its principal centers are Bridgeton, Millville, Vineland, 
Penns Grove, Woodstown, and Buena. The labor market consists of 48,500 
people. 

The civilian labor force in this area has increased only slightly. Its num- 
bers, for January of the respective years, were as follows: 1950, 59,350; 1951, 
63,400; 1952, 63,600; 1953, 63,500; 1954, 65,150. Subsequently, the salem area 
was excluded from the labor market and the figures, exclusive of this area, were 
as follows: 1955, 46,500; 1956, 47,000; 1957, 48,200; 1958, 49,150. 
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Actually, unemployment has been consistently high. The rate exceeded 6 
percent in all but 2 months of 1950; all but 4 of 1951; half of 1952 and of 1953; 
all of 1954; all but 2 months of 1955; all of 1956; all but 2 months of 1957 and in 
all of 1958. At the beginning of 1957, the unemployment rate was 13.5 percent 
for January and 11.2 percent for March and, except for September when it was 
5.5 percent, it has otherwise exceeded 9 percent. In 1958, the rate exceeded 10 
percent in all months except September when it was 8% percent. 

The basic causes for the economic distress in this area is the reduction in the 
dredging done in the area due to depletion of mature oysters and the lack of 
demand which has curtailed the fishing industry. The closing of garment 
plants has further curtailed employment. Further loses are due to the con- 
traction in textiles. 

The chronic condition of unemployment in these areas is attested by the 
following high rate of unemployment in the last 9 years. It was as follows: 
1950, 8 percent; 1951, 5.8 percent; 1952, 6.1 percent; 1953, 5.6 percent; 1954, 
8.1 percent; 1955, 8.4 percent; 1956, 8.7 percent; 1957, 9.7 percent; and 1958, 
11.1 percent. 


0. Long Branch 


This labor market includes Monmouth County except for Millstone and Upper 
Freehold Townships and Allentown Borough; and Ocean County except for part 
of Plumstead Township. It has a labor force of some 119,000 persons. 

This area, too, is primarily a vacation resort. Less than 17 percent of the 
area’s employment is in manufacturing. The area houses considerable tourist 
resort business and employment, therefore, is highly seasonal. The major 
manufacturing industry is apparel. There is other light manufacturing, in the 
electrical machinery industry. 

Unemployment in this area has not tended to be as serious as in Atlantic City, 
but it has created a chronic labor surplus for many years. In 1957, except for 
the summer months, the rate of unemployment was above 6 percent, with the 
rate in January 1957 reaching the level of 8.7 percent: this compares with 9.4 
percent in January 1956 and 9.9 percent in January 1955. In January 1958, the 
rate was 11.7 percent. 

Both Atlantic City and Long Branch are greatly in need of diversification of 
enterprises and industry to provide more alternative employment during the non- 
Summer months. The chronic nature of the unemployment in this labor market 
is indicated by the following rates of unemployment in the past 9 years: 1950, 
5.5 percent; 1951, 4 percent; 1952, 3.6 percent; 1953, 4.7 percent; 1954, 6.6 per- 
cent; 1955, 6.9 percent; 1956, 6.6 percent; 1957, 6.6 percent; 1958, 9.7 percent. 


D. Wildwood labor market 


This labor market is a small one in which there is a labor force of 13,250 peo- 
ple but the rate of unemployment in it has been continuously and chronically 
high. It is located at the end of Cape May County and includes Dennis, Lower 
and Middle Townships, Cape May, North Wildwood, Sea Isle City; Wildwood 
cities: Avalon, Cape May Point, North Cape May; Stone Harbor, West Cape 
May, West Wildwood, Wildwood Crest, and Woodbine Boroughs. 

The chronic nature of the unemployment in this labor market is indicated by 
the fact that the rates of unemployment during recent years have been unusually 
high: 1950, 5.4 percent; 1951, 5.4 percent; 1952, 7.5 percent; 1953, 8 percent; 
1954, 10.2 percent ; 1955, 9.6 percent ; 1956, 10.8 percent ; 1957, 10.2 percent; and 
1958, 13 percent. 


E. Impact of the administration bill (S. 8683) 


Under the administration bill, three of the four distressed labor markets will 
qualify for assistance. They are Atlantic City, Bridgeton, and Wildwood. Long 
Branch might become eligible at the end of the year if its current degree of 
distress continues. The unemployment rate in January 1959 was 12.7 percent 
and the outlook is not particularly promising. The unemployment rate is likely 
to exceed the national average by 50 percent or more. 


III, SURPLUS LABOR MARKETS 


Nine of the remaining ten labor markets in the State now suffer from sub- 
stantial labor surpluses. In January 1959 the rates of unemployment continue 
exceedingly high with 9.1 percent in the Paterson-Clifton-Passaic labor market. 
The rate of unemployment in January for the four other labor markets for which 
data are available for January were 8 percent or higher (table III). 
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Of these nine areas the Paterson-Clifton-Passaic labor market had suffered 
a previous prolonged period of labor surplus from March 1954 to July 1955. The 
present period of substantial surplus began in January 1958. The basic roots 
of its difficulties are structural changes resulting from the disappearance of the 
silk industry, contraction of the dyeing and finishing and woolen and worsted 
industries as well as the decline and volatility of its airplane manufacturing 
industry. 

Under the S. 722 bill, Camden-Philadelphia area will become eligible for 
assistance in April 1959 if conditions do not improve. The following labor 
markets would be eligible in June 1959 if conditions do not improve: Newark, 
Paterson, Perth Amboy-New Brunswick, Trenton, Morristown-Dover, Flemington, 
and Phillipsburg. The last labor market which could be eligible would be 
Somerville-Plainfield in August 1959 (table IV). 


Impact of administration bill 


Only the Camden area has established any credit toward qualifying under the 
criteria of S. 1064, During the years 1956 and 1957 the rates of unemployment 
in this area were 50 percent or more above the national average rate of un- 
employment. Though the rate was 8.2 percent in 1958, it was not 50 percent 
above the national average and would therefore not qualify. It would therefore 
have to meet the 50 percent higher than national average rate of unemployment 
qualification both in 1959 and 1960 before it would qualify for assistance. 

None of the other labor markets has established any credits so that they would 
have to continue to suffer substantial labor surpluses sharply in excess of the 
national average for 3 to 5 years before they would qualify. This severe defini- 
tion would rule out the possibility of any immediate assistance to these labor 
markets. 
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TABLE I.—New Jersey: Labor force and unemployment in labor markets, November 
1958 


















































Labor force | Unemploy- | Number in 
Labor market area (civilian) ment total excess of 6 
total percent 

a 2, pepaieiiitiecipitneeely 1 2, 383, 800 2} ee eee 

EES Tee SO See Oe eae Se ee ee 243, 850 26, 050 11, 419 

EA SET I i aE DIS 63, 100 7, 750 3, 964 
Smaller: 

ER a FE ee 48, 500 5, 000 2, 090 

TES PSS aS 119, 000 11, 100 3, 960 

se En ee ee eee 13, 250 1, 405 

De ee eS ot painceaue 2, 140, 550 151, 000 24, 863 

Ee LER ee eae aap SP ee ee age 1, 904, 300 138, 200 23, 942 

Camden (in Philadelphia, Pa.-N.J.)_.......------ 169, 300 12, 300 2, 142 

DUNN GO ig a es Si ina ccencace 921, 800 67, 500 12, 192 

Paterson-Clifton-Passaic..................--..-.-- 506, 100 36, 600 6, 234 

Perth Amboy-New Brunswick...................- 140, 000 9, 700 1, 300 

MS Se tN sled ie cca ridhescudenccorcans 167, 100 12, 100 2, 074 

EES a ae ee ee 174, 050 11, 200 757 

ee sc dndncamowed 91, 850 6, 000 489 

oo en eee 82, 200 5, 200 268 

al Rind cn tieeks 40, 600 2, 600 164 

SSR CRT ees Ps. 7S eee ee 11, 600 800 104 

ER ok eee akon: 29, 000 1, 800 60 

tthe DB SLES Tec OAR aD RA ae eee 21, 600 a 

DN ntdibcthe ede nike occtasacundbabeiesiatlaties Sendats 21, 600 eg ae) ee 





1A ddition of separate numbers for each area does not equal total because of rounding. 
2 Eligible for assistance under Douglas bill, i.e., unemployment of 6 percent or more in at least 18 of 


Past 24 months. 
Source: Department of Labor and Industry, State of New Jersey. 
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TaBLe II.—New Jersey: Unemployment as percent of labor force in distressed 


areas,! 1957-59 








Labor market area January | March May July Septem- | Novem- | Annual 
er ber average 
Major: Atlantic City: 
One 16.8 13. 2 8.0 4.4 4.0 9.9 9.4 
nod shiecnwemeseoagee a 17.2 15.9 10.3 6.7 6.5 12.3 11.5 
TRA cam ceovauudenvewnegy Sg epee el ee Ceara: ere tes a aie i 7. a 
Smaller: 
13.5 11.2 9.5 9.2 5.5 9.1 9.7 
a 6 13.0 11.3 10.9 8.2 10.3 11.1 
Ty ~ Iiemgdvncdl ew eiwiteulsatiamekthhnenekts tacks dkdmaeenubiecdamiaeds 
8.7 7.3 5.9 5.1 5.2 7.4 6.6 
11.7 11.1 9.6 8.2 8.2 9.3 9.7 
gg ess BS ee, Ae ores eye Penne Meee: 
14.7 11.8 7.8 5.6 8.1 13.4 10.2 
or’ 16.1 12.2 7.3 9.9 16. 6 13.0 





























! Eligible for assistance under Douglas bill, i.e., unemployment of 6 percent or more in at least 18 of past 


24 months. 
2 Not available. 


Source: Department of Labor and Industry, State of New Jersey. 


TaBLeE III.—New Jersey: Unemployment as percent of labor force in areas of labor 


surplus, 1957-59 

















Labor market area January | March May July Septem- | Novem- | Annual 
er ber average 
Major: Camden (included in 
Philadelphia, Pa.-N.J.): 
1957 8.5 8.0 6.1 6.2 5.0 6.2 6.7 
9.1 9.5 7.8 8.1 7.1 7.3 8.2 
OS De SS eee eee, Seen ree | fT. Ae 
5.3 4.8 4.9 5.6 4.7 5.0 5.1 
7.9 8.4 8.7 9.1 8.2 7.3 8.3 
Lg Seen E keke Rise P 8 (SR EME EO <*> RMS Dah, AR Ae Sy eehemeten 
6.0 5.3 5.6 5.7 4.6 5.5 | 5.5 
9.2 9.8 10.0 | 9.6 8.1 7.2 | 9.0 
\ 1 Sa, Se Re na Javnonenpne]ecconcsann|esnceenses ee 
4.1 4.2 4.1 5.0 | 3.8 4.2 4.2 
ae 9.5 9.7 9.0 7.3 6.9 8.4 
Bias ctcin dung tain ddinnsetliesaneaglcsneas icadhewenoedkban tadimeeeae 
es 6.0 5.9 5.3 5.7 4.7 5.4 5.5 
a See 8.8 10.0 9.5 9.2 7.8 7.2 8.8 
1959 . |) ee Shee, Oey Caen ee Ae ee Seine. eet eee 
Smaller: 
Morristown-Dover: 
es 3.8 3.8 3.0 3.6 3.3 4.2 3.6 
ra. 6.5 7.9 ue 6.9 6.1 6.5 6.9 
ee eee er | ES BEE SS EE RR ad Sane ee SS oo aS 
Somerville-Plainfield: 
2 eee 4.9 4.7 3.9 5.1 3.7 3.7 4.3 
__ BAe SN 5.7 7.0 6.9 7.4 6.8 6.3 6.7 
Padsittideriacckece< Sy Se ee. Neen, My AS Seer El 
Very small: 
Flemington: 
ETS ere 4.7 4.6 3.6 4.8 3.1 4.1 4.2 
TS eS | 9.1 8.5 8.0 6.7 6.9 ae 
a BOD” ah airinsasl coped thier lal aien aclees & asin Wh dia ao'ave Meleaiuerme'ck + Acai 
Phillipsburg: 
ER SS ee 4.6 4.6 3.5 3.8 2.6 3.5 3.8 
ES sabia Midas aige palin 6.0 8.3 7.3 7.8 7.0 6.2 ry 
GUNMA ise bdeuwaneas i ee SS Se er a. See rere ARE ee Hee EY 


























1 Not available. 
Norte.—1 labor market area (Salem) not surplus labor area. 
Source: Department of Labor and Industry, State of New Jersey. 
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TaBLe IV.—New Jersey: Labor market areas suffering from a substantial labor sur- 
plus as of November 1958 by date they would in the future become eligible for Federal 
assistance under Douglas bill ! 








Date first classified as surplus | Date eligible for 
Area in current period 2 Federal assist- 
ance 





M 


ajor: 
Camden (included in Philadelphia, Pa.-N.J.).... April —. 





NewarnJarsey Olty........-.......---.-<-.------ J June 1 
Paterson-Clifton-Passaic.-- Do. 
Perth Amboy-New Brunswi rei Do. 

e at dunn ccenceminthiponstechegsecoss Do. 
NN Ea PCa Do. 
nc nckiendedeeukgrapeci=scees August 1959. 

Very small: 

0 een fre June 1959, 
DE lank rin scan nagetnenbesacs kgedesine CT SRE See ee Do. 











1 Excludes areas which would have been eligible for assistance as of November 1958. 
2 Start of consecutive period of labor-surplus classification. 


3 Based on following assumptions: (1) bor-surplus classification will continue until eligibility date is . 


reached. (2) The requirement for eligibility will be labor-surplus classification in 18 of past 24 months. 


TaBLe V.—New Jersey: Annual averages of unemployment as percent of labor 
force in labor surplus area 1950-58 











Labor market area 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 
Major: 
Camden (in Philadelphia, Pa.-N.J.)....- 6.7) 43) 33] 28) 52) 59] 65] 67 8.2 
Newark-Jersey City. ....-.-.-.----.-----.- 6.7) 3.8) 3.8) 39) 67) 53) 47) 51 8.3 
Paterson-Clifton-Passaic...-..........---.- 7.1) 42) 42] 42) 7.1) 63] 50) 5&5 9.0 
Perth Amboy-New Brunswick...........-| 5.2) 2.4) 30] 26] 47] 51] 40] 42 8.4 
tie piciénbvubtenbonansacweeontbt 4.7; 25!] 30] 27] 58] 53] 55) 5.5 8.8 
Smaller: 
Morristown-Dover......---.-------------- 45/ 12] 12) 18] 3.8] 42) 34] 3.6 6.9 
" Somerville-Plainfield.............-.-.-.-.- 3.8/| 2.6) 3.1) 3.2] 52) 46) 37) 43 6.7 
small: 
lem iii ncacdbenidheds qaennaaaibentee 41/ 28) 2.6] 2.5| 49) 44) 43] 42 7.7 
EE so <cktnnse-wivebccdivevecsnss 48/ 2.8] 19] 22] 54) 44) 35) 38 7.1 
































Source: Calculated from State department of labor and industry data. 
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AREA REDEVELOPMENT Fact SHEET No. 52—CoNNeEcTICUT: A STATE WITH DIs- 
TRESSED AREAS FACES THE CHALLENGE OF STRUCTURAL ECONOMIC REORGANIZA- 
TION 


Connecticut, an industrial State, faces serious structural economic problems 
necessitating the substitution of new industries for the older ones which had 
formed the backbone of the State. The textile, brass, watch, silverware, and 
many other metal industries have dwindled in importance and left many areas 
without alternative employment. Fortunately the growing metropolitan econo- 
mies are spinning off new enterprises and activities for Connecticut, but there 


| must be a wholesale redesign of the State’s economy to absorb these new in- 


dustries and to nurture local indigenous ones. These efforts require planning, 
redesign, and new public facilities as well as outside financial help. The area 


' redevelopment bill provides these aids in the form of grants and loans. 


| 


~ 


Three smaller labor markets are curently eligible for assistance under S. 722. 
They are the Bristol, Danielson, and Norwich labor markets. Only the Daniel- 
son labor market would be eligible for assistance under the administration bill 
(S. 1064). 

Four additional major labor markets and seven smaller labor markets will 
become eligible for assistance under S. 722 during the first half of 1959 if sub- 
stantial labor surpluses continue. None of these is likely to be eligible for 
assistance under the administration bill. 

Only four labor markets in the State of Connecticut did not have labor sur- 
pluses at the beginning of the year. They were Hartford, New London, Nor- 
walk, and Stamford. 

A. Distressed areas 

There are currently three distressed areas. They are Bristol, Danielson, and 
Norwich. 

1. Bristol labor market.—This area has experienced sharp cuts in the non- 
electrical machinery, instruments, watches, and clocks industries. A number of 
large companies have closed out completely. 

Unemployment ranged as high as 27.8 percent in July 1958. In January 1959, 
it was 16.7 percent (table I). This labor market includes the towns of Bristol 
and Plymouth. 

2. Danielson labor market.—This is the most chronically distressed labor 
market in the State. It has been a surplus labor market since March 1955, due 
to the closing of textile mills and the contraction of the lumber, furniture, and 
other manufacturing industries. Its unemployment rate rose to 15.4 percent 
in July 1958. 

The textile plant closings have practically denuded the area of its textile mills. 
In 1955, 40.6 percent of the area’s manufacturing employment was in this in- 
dustry. Since then there have been more than 18 plant closings. 

Evidence is available on the effect of the distress in the area in terms of lower 
income. Per capita income has been depressed to the lowest level in the State, 
as indicated by the fact that the average per capita income of Windham County, 
Which includes the Danielson labor market, was $1,595 in 1955 compared with 
$1,676 fér New London, $1,802 for Litchfield, $1,832 for Tolland, and ranging up 
to $2,313 for Fairfield County. Relatively fewer new homes were built in this 
county between 1950 and 1955 than in the rest of the State. A 13.6 percent 
increase in dwelling units occurred in Windham County as contrasted with a 20.8 
percent increase for the State. The rise was lower than in any other county. 

Similarly, the increase in the number of taxable motor vehicles was 19.5 per- 
cent in Windham County between 1950 and 1955, as compared with a rise of 33.3 
percent for the State as a whole. 

The county is losing out compared to other areas. The State of Connecticut 
Development Commission, in analyzing the labor force of eastern Connecticut, 
declared that “the largest (labor) surplus exists in the Danielson labor market 
area.” Among the job applicants, about half are women and 69 percent are 
under 46 years of age and most of the applicants have had high school training. 

As the present recession has deepened, the plight of the people in this labor 
market has become less and less favorable. Economic recovery in the United 
States will not change their condition since there is no positive nucleus for 
economic growth in the region. There is great potential which must be developed. 
3. Norwich labor market.—This area had been dependent on the textile in- 
ustry, which accounted for more than half of the manufacturing payrolls in 
1954. Employment in the textile industry declined from over 6,500 in 1948 to 
38046—59———_12 











162 AREA REDEVELOPMENT ACT 


2,200 in October 1958. Unemployment has exceeded 9 percent of the labor force 
since December 1957, reaching a high of 13.8 percent in July 1958. In January 
1959, it was 11.9 percent. 

This labor market includes the towns of Bozrah, Colchester, Franklin, Gris- 
wold, Lisbon, Norwich, Preston, Sprague, and Voluntown. 


IMPACT OF THE ADMINISTRATION BILL 


Under the administration bill, only Danielson will be eligible for assistance, 
The two other distressed communities would not be eligible. 


B. Current substantial labor surplus areas 

In addition to the above distressed areas, there are currently 11 substantial 
labor surplus areas in Connecticut. In many of them the amount of unemploy- 
ment is considerable. As for the three major labor markets, the most serious 
problems are in Waterbury and Bridgeport. The problems of the former are 
definitely of a structural character. The diminishing use of brass, the move- 
ment of production capacity to western areas, the obsolete industrial structure, 
and foreign imports are taking considerable casualties. The recent plant clos- 
ings and the financial difficulties of existing plants, plus the vast need for physi- 
cal and industrial reconstruction necessary to provide space for industrial 
structures, all portend increasing economic difficulties. The feeder industries 
manufacturing screw machines and eyelet products are also suffering from 
competition from other areas so that they are apt to shrink in the future. The 
area needs much planning and physical reconstruction of the type provided 
in the area redevelopment bill. The area includes the towns of Bethlehem, 
Woodbury, Southbury, Thomaston, Watertown, Middlebury, Wolcott, Waterbury, 
Cheshire, Naugatuck, Prospect, and Beacon Falls. 

The Bridgeport area has suffered from curtailments in the machinery, air- 
craft, and electrical equipment industries. A number of plant closings have left 
deep marks on the area. Unemployment ranged from a low of 9.3 percent in 
January 1958 to a high of 13 percent last June. This labor market includes the 
towns of Monroe, Easton, Fairfield, Trumbull, Bridgeport, Stratford, and Mil- 
ford. 

New Britain also has problems resulting from the decline of the silverware 
and flatware industry. Foreign imports have hit this industry hard. The 
highest unemployment rate was in June 1958, with 14.4 percent. New indus- 
try is greatly needed. The labor market includes Plainville, New Britain, 
and Berlin. 

The New Haven labor market has had serious unemployment, but it has 
receded and its diversified employment show considerable promise. Should 
there be truly widespread national recovery, there is a chance that this labor 
market may drop out of the surplus classification through internal expansion. 

The smaller areas with substantial labor surpluses are beset with varying 
structural difficulties. The problems described as prevailing in Waterbury and 
Bristol apply also to Ansonia and Torrington. The textile decline is reflected 
in the problems of Norwich, Thompsonville, and Willimantic. The drop in 
the flatware industry has considerably affected the Meriden labor market. Dan- 
bury continues to suffer from the reduction in the hat industry. Middletown 
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IMPACT OF 8. 722 


The labor markets in the above list would become eligible for assistance under 
the S. 722 if substantial labor surpluses continue as follows: February 1959, 
Norwich; March 1959, Ansonia, Torrington, Meriden, Bridgeport; April 1959, 
New Britain, Waterbury, Thompsonville; May 1959, Willimantic, Middletown ; 
June 1959; Danbury; July 1959, New Haven. 

Under the administration bill none of those labor markets would be aided 
in their planning, redesign, or redevelopment. 


0. Task ahead 


In January 1959, the total unemployment in the State was 92,300. Of this 
total, 7,800, or 8.5 percent, were in currently distressed communities (table 
III). In the other labor surplus areas, the unemployed numbered 61,800, or 67 
percent of the total out of work. The number of unemployed in excess of 6 per- 
cent of the labor force in the distressed and labor surplus labor markets was 
30,294. S. 722 is designed immediately to help reduce the excess in the three 
distressed labor markets, where the excess over 6 percent is 4,374. It will 
likely help the remaining areas reduce their excess over 6 percent when they 
ipecome eligible for assistance under the act. 





TaReE I.—Connecticut: Ratio of unemployment to the labor force in distressed 
areas, 1957-59 * 



































es ntaninnastnainenginiiat eS a re 
} | 
| | | | Sep- | No- | De- | An- 
| Labor market | Jan- | Feb- |March/ April | May | June | July | Aug- | tem- | Octo-| vem-| cem- | nual 
area | wary jruary} ust | ber | ber | ber | ber |aver- 
age 
ef ee | = aes De! a ee ean neieeieati ee oa ted 
SMALLER | | | 
| | | | 
Bristol: | 
== A 7.6 6.5 6.5 6.8 5.9 5.9 7.9 7.2 6.6 8.1 9.5 | 11.3 7 
1908...... ees Fy, 18.0 | 21.8 | 20.9 | 23.4 | 27.8 | 19.0 | 17.9 | 16.5 | 14.5 | 13.1 18.9 
1959..... dsiat, Sena’ Bes oceceelanonsslunchaphéouiantevegeilepass-leebsiledgendiiendenseebetbadess 
Danielson: 
Ee i 7.3 6.5 6.7 6.0 6.5 | 10.7 8.9 7.8 9.2) 11.8] 12.4 8.4 
CEs. op akdan 13.7 | 14.5 14.4 5.0 | 15.3 | 14.7 | 15.4 | 12.3 | 10.7 | 10.2 9.5 9.7 13.0 
hc chsowen. 12.3 adi san oes « a Cee eT Ce RRS aE. Rs Pare 
Norwich: 
Se com | 4.6 4.3 4.9 4.9 5.9 6.3 All 5.0 5.9 Toe 0.0 6.0 
Ph cnscececnt SO | 4 12.3 | 11.4 | 10.3 | 12.9 | 13.8 | 11.1 | 10.0 9.1 | 10.5 | 10.0 11.1 
 \ ef een Aer oe CtutineLepondyhtnutda ions ccisebeethe tanks ibebug dieticeslanaeie 




















! Eligible for assistance under the Douglas bill, i.e., unemployment of 6 percent or more in at least 18 of the 
previous 24 months or 9 percent for 15 out of 18 months, 


Source: Connecticut Department of Labor, 


1 of 
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labor surplus, 1957-59 





TABLE II.—Connecticut: Ratio of unemployment to the labor force in areas of 
























































| 
| Sep- | No- 
Labor market area | Jan- | Feb- | March} April | May | June | July | Au- tem-| Oc- | vem- 
uary | ruary | gust | ber |tober| ber 
ext | 
| | 
MAJOR 

Bridgeport: 

BE non» — 3.2 3.0 3.1 2.7 2.9 3.2 4.1 3.5 3 4.7 6.1 
Sstcedancss Wee wae 10.0 | 10.8 | 12.4 | 13.0 | 12.2 | 12.1 | 11.0] 10.0 9.5 
eee ts | ee ee ee aS eee eee = ae Rees, ey 

New Britain: 
aS 3.3 3.8 3.6 4.0 2.9 2.6 3.9 4.4 3.4 4.4 5.0 
eae 8.6 9.8 10.4 | 11.0 | 12.9 | 14.4] 13.6 | 12.8] 11.2 | 10.1 10.1 
_ _ EEeee: foe jane os _— ae eee Se cee vis e 

New Haven: 

. 2.8 2.4 2.2 2.1 1.8 2.2 3.1 | 3.0 2. 2.5 2.9 
oT ee 5.4 6.2 6.6 7.1 7.3 8.5 8.6 7.7) 6.9 6.5 6.2 | 
| Eee 7.9 ada) ORES Piet A | eae 

Waterbury: | 
1957. - - --| 5.8] 5.9 7} 67) 45) 48) 64) 5.4) 47] 48) 5.2] 
1958_ 9.5 9.6 10.5 | 13.2 | 13.4 | 13.9 | 13.7 | 11.9 | 10.2) 9.8 9.0 
ee 10.5 * sai |-- | | 

| | | | | 
SMALLER | | | | 
| | | | | 

Ansonia: | | | | 
1957. -- 4.4] 36] 36) 43] 36] 43) 55] 66] 48] 48] 5.2 
1958_- 9.5 | 11.4] 11.9] 13.8] 13.7] 14.7] 14.7 | 14.4 | 12.4 | 12.0 | 10.5 
1959_------- 14.8 we ie Steg Neos 

Danbury: | 
1957 _- 4.6} 4.0 43) 40) 33/ 41/ 37] 36 4.3] 5.4] 
1958 _- 9.3) 9.7 9.6 9.3 7.9 9.0 9.4] 67] 59] 65 5.8 | 
eee 9.6 3 | | wi 

Meriden: | } 
1957_ 3.5 3. 3.2 3.5 3.6 3. 6 5.0 49; 3.8) 60] 7.5 | 
1958 - - - 9.8 | 11.3 11.8 | 13.0 | 12.5 | 13.8} 17.9 | 12.1 9.9 | 11.9 9.2 | 
10.8 |--- -! | 3 et } 

Middletown: | | | 
1957_ 4.2 3.6 2.9 2.8 2.4 2.5 7/ 40] 3.4 } 4.0 5.0 | 
1958_ es 9. 9.1} 10.1 9. 10.1 | 10.1.; 9.4 Os. te 8.3 
1959_ - - — y 2 7 * ss : 

Thompsonville: 
. , 2.2 2.4 2.3 2.8 2.8 2.8 3.4 3.5 3.5 4.6 7.2 
1958... 82) 84] 85/126] 116/125) 123] 103] 97) 95] 9.9] 
1959. - - - : 11.4 ints a ee ie os : , = } 

Torrington: | | 
1957_--- 4.1) 4.0 3.8 3.3 3.4 4. 5.2 4. | 4.9 6.9 | 
1958_- .- 11.2 | 12.5 13.4 | 14.2 | 14.7 | 15.1 | 15.9 | 11.4] 10.1 | 10.3 9.5 
1959. __- 12.9 |... tle Ieead w | 

Willimantic: | | 
See 2.9 2.5] 2.4 2.5 2.8 3.4 4.5 4.2|/ 2.8] 2.7 5.2 
1958....-------| 98] 10.4] 10.5] 98] 10.6] 113] 141] 91) 87] 7.5) 7.5 
See EE eg meas --- Sek! nek: Se ee | 











De- | An- 
cem- | nual 
ber | aver- 
age 
7.4] 40 
9.4} 10.9 
e coe | é 
6.4 4.0 
9.2 11,2 
4.3 2.6 
6.5 7.0 
| 
6.5 


6.7) 48 
10.8 12.5 


6.4 4.3 
6.1 7.9 
a5 | - 
9.2 | 11.9 
6.1] 3.7 
8.5) 9.0 
8.2 | 3.8 
8.7 10.2 
8.2) 47 
9.9 | 12.4 

| _— 
6.5 3.5 
73 9.7 





Norte.—4 labor market areas were not in surplus category as of January 1959: 


3, Norwalk; 4, Stamford. 
Source: Connecticut Department of Labor. 
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TasLe II].—Connecticut: Labor force and unemployment in labor market areas, 
January 1959 


























Labor force, | Unemploy- | Number in 
Labor market area total ment, total excess of 
6 percent 
A. State, total_.___- ba scent x tvs rpc lglinen sate 1, 045, 200 I Gia siutachivneianvics 
B. Distressed areas: ! yet gis 
Smaller a aca’ dcnceoasmhehouceud 57, 100 7, 800 4, 374 
0) ee we anton bvecteatninbaiiadels 19, 800 3, 300 2, 112 
Danielson ; : beadblidapece See Soar 28 15, 400 1, 900 976 
Norwich PPAR WER Hn. PE 21, 900 | 2, 600 1, 286 
C. Other labor surplus areas_....._........--....------------- 598, 000 r 61,800! 25, 920 
Major __. vue ees 409,700} 40,500} —«*15, 918 
Bridgeport ae inte dike 141, 000 16, 000 7, 540 
New Britain P a tuahe ; 46, 700 4, 900 2, 098 
New Haven _. ‘i pt. ‘ 145, 000 11, 500 2, 800 
Waterbury _- uote unlsiatinn sae lain ieee 77, 000 | 8, 100 3, 480 
Smaller 7 aad ‘ ve 188, 300 | ‘ 21, 300 are 10, 002 
Ansonia , ; apt ei 20, 300 3, 000 1, 782 
Danbury. Binieds 28, 000 | 2, 700 1, 020 
Meriden as 5 een 39, 000 | 4, 200 1, 860 
Middletown ; how me 30, 500 3, 100 1, 270 
Thompsonville : Se Ee 28, 900 | 3, 300 1, 566 
Torrington _- <  cwigtupelaiateaia 26, 300 3, 400 1, 822 
Willimantic. _..__- ‘ Se 15, 300 1, 600 682 
D. Other labor market areas > i Malema is 390, 1¢0 | 22, 700 Be vee are ene 
Hartford em 3 248, 200 | 
New London sed ra 39, 400 
Norwalk P | 34, 000 | 
Stamford . ae hems — 68, 500 | 
| 











' Eligible for assistance under the Douglas bill, i.e., unemployment of 6 percent or more in at least 18 of 
the previous 24 months, or 12 percent for 12 months. 


Source: Connecticut Department of Labor. 


Mr. Parman. Without objection, we will stand in recess until 2 
o'clock this afternoon, and I hope all the members who can will be 
here at that time. We will have some important testimony, as we 
have had this morning. 

We will stand in recess until 2 o’clock. 

(Whereupon, at 11:40 a.m., the subcommittee adjourned, to recon- 
vene ut 2 p.m. of the same day.) 
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AFTERNOON SESSION 


Mr. Vanik (presiding). The committee will be in order, 

The first witness this afternoon is Mr. Herschel D. Newsom, master 
of the National Grange. 

Mr. Newsom, will you please step forward. 

Mr. Newsom. Mr. Chairman, members of the committee. 

Mr. Vanik. Do you have a prepared statement, Mr. Newsom? 

Mr. Newsom. I do have, sir. 

Mr. Vanrk. Very well, you may proceed. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, THE NATIONAL 
GRANGE 


Mr. Newsom. You will recall, Mr. Chairman, that we did testify 





last year in support of the legislation which the Congress did pass, | 


and it is with more enthusiasm that we approach the committee this 


time for the proposals embodied in the so-called Spence bill, and | 


we have previously testified before the Senate committee to voice 


our vigorous support for this version of the legislation which is being | 


considered by your committee this year. 

We are especially pleased over the fact that this legislation, es- 
pecially as embodied in H.R. 3505, does meet some of the recom- 
mendations that we made last year with respect to the legislation 
that was being considered then, and I believe, Mr. Chairman, that 
my statement is a relatively short statement, and if you please, I will 
proceed to read it. 

Mr. VaniK. It is certainly a short statement. You may proceed to 
read it, if you wish. 

Mr. Newsom. Very well. 


The proposed legislation now being considered by your committee | 
=> . = 


encompasses improvement programs in both rural and urban areas of 
persistent economic distress. Aside from the urban aspects, we take 
the position that this legislation is fundamental to lasting agricul- 
tural recovery and development in the United States. From the 


long-range standpoint, it could be one of the most important pieces | 


of agricultural legislation during the 86th Congress. 


: : 
There are at least six basic reasons why we in the Grange regard 


this as needed legislation and why we, therefore, so strongly urge 
its enactment: 

1. It would strengthen the general economic health of the Nation 
by positive action to bolster employment—and income—in areas of 
persistent unemployment and underemployment. I would say that 
unemployment, for purposes of our consideration in the Grange 
is equally important with underemployment. 

2. It would provide an effective program for establishing new, off- 
the-farm jobs in rural areas that have been hurt for many years 
by chronic underemployment of the available manpower. 


3. It would enhance and stabilize the purchasing power of industrial | 
workers and other urban residents, in the affected areas, and thereby | 


improve the market for farm products. 

4. It would broaden the productive utilization of America’s human 
resources and raise the level-of-living standards where the need is 
greatest. 
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5. It would relieve the problem of surplus agricultural production 
to the extent that currently underemployed farmers, now contributing 
to surplus production of some commodities, would be able to obtain 
full-time employment off the farm. 

6. By relieving the political pressure generated by large numbers 
of underemployed farm families of excessively low income, it would 
help create the circumstances or ee IMD conducive to the enact- 
ment of truly constructive and effective farm programs for the Nation. 

Our concern in the Grange for this problem of rural underemploy- 
ment is not now. At the annual meeting of the National Grange i: 
November 1957, for example, the delegate body adopted the following 
policy statement : 

Within the ranks of agriculture there are approximately a million families 
with an annual income of less than $1,000. Perhaps of even greater concern 
than substandard income, is the absence of practical prospects or opportunity 
for many of these families to improve their situation wholly within the field of 
agriculture. 

As a general statement, these families frequently have inadequate farming 
resources to provide full-time, productive use of their labor under modern 
conditions. 

The fundamental remedy, we believe, is to expand employment opportunities 
in areas of chronic rural underemployment. We hold that where human dignity 
and a decent American standard of living are at stake, we cannot be satisfied 
with half measures. We believe these very low income rural families deserve 
a positive and realistic effort that will help them obtain respectable, useful 
employment—either part-time work to supplement farming operations, oppor- 
tunity to move to areas needing additional farmers, or full-time off-the-farm 
employment for one or more members of the family. 

Accordingly, we favor expansion of existing rural development activities to 
include more attention by Government agencies to this problem; a central 
administration to give leadership to local, State, and national efforts in dealing 
with rural underemployment; and limited financial aid, primarily in the form 
of loans, to help in the location or expansion of industrial activities in areas of 
rural underemployment. 

Off-the-farm employment is an increasingly important aspect in the 
economic life of America’s farm families. In some instances, such 
off-the-farm employment provides a relatively small but extremely 
necessary supplement to farm income, and the farm itself continues 
to be the principal source of income. 

In other and steadily increasing instances, off-the-farm employ- 
ment is supplanting the farm as the chief source of income for the 
farm family. 

We must recognize not only the present but the potential value of 
off-the-farm employment for farm people. During the past two 
decades, major technological developments have produced changes 
of great magnitude in the pattern and practice of American 
agriculture. 

The large-scale adoption of power machinery of all kinds, for 
example, has materially altered the farm labor situation. A single 
farmer using power machinery and other products of modern research 
can produce much more today than he could 25 years ago with animal 
power and a good deal of manual labor, He can handle the opera- 
tions of a larger farm. As a matter of fact, the farmer in 1959 must 
utilize more acres much more intensively than he did 25 years ago 
if he is to make efficient use of his machinery and his. own ability and 
energy. 
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In response to this situation, American farms are increasing in size. 
The farmer with inadequate resources—either of land, capital, or any 
other essential—cannot compete successfully in either production or 
marketing with the farmer who does have adequate resources. 

Of course, the farmer without enough capital and with less than 
an economic farming unit can hang on “and surviv e, but it is a losing 
game and often a deplor: able one. With shrinking income and de- 
clining opportunity, frustration is followed by discouragement. 








| Inder these circumstances, a man can lose ambition and incentive, | 


Moreover, if he has spent all his adult life in farming, he is unpre- 
pared for any other occupation. 

I am mindful, too, that the underemployed farmer or his son in 
Indiana or Alabama, for example, has little knowledge of employ- 
ment opportunities in Cleveland or Atlanta. Even if he did, could 
he ¢ ualtty for any but the more menial jobs in fhe city or the indus- 
taal plant ? 

There is another problem, too, for the family man who may want 
to make the shift froin farm to factory: How does he handle the 
everyday living expenses for himself and his family while he is in 
the process of making the shift ? 

To some of our very low income farmers, I am sure the difficulties 


ahead seem insurmountable. They would like to stay on the farm, but | 


they don’t see how they can make a go of it. When they think of 
getting off the farm, they don’t quite know how to look or where to 
go. So they stay put—using only by half their potential capabilities 
to produce and prosper. 


It is important to note, also, that for reasons of geography and | 


tradition, among others, some areas have experienced greater con- 
centrations of underemployed farm families than others. The evi- 
dence has been effectively set forth in the 1955 study by the Joint 
Economic Committee, in the Department of Agriculture’s report on 
“Development of agriculture’s human resources,” and in testimony 
before committees of Congress. 

In a nutshell, the 1954 Census of Agriculture showed that there 
were 458 counties in the United States in which a third or more of 
the commercial farms provided an annual income, from product sales, 
of between $250 and $1,200. A majority of these counties are in the 
South, but the South has no monopoly on the problem. 

The Department of Agriculture has reported that “in 1954, a year 
of record prosperity, about one-fourth of America’s 5 million farm 
families earned $1.000 or less in total income.” 

The Department has also stated that “about 7 million people live 
in the Nation’s 315 rural counties ranked lowest in farm income and 
levels of living. These counties are found in 16 States. They contain 
20 percent or more of the people in six of these States.” 

S. 722 would provide a positive program designed to help remedy 
this situation. I apologize to the committee for not having gotten 
into this sufficiently to know which bill is being considered here. 

Mr. Vanix. S. 722 is identical with H.R. 3505. 

Mr. Newsom. I learned that from Mr. Spence’s office. I did not 
learn how many of the other bills are of a similar nature. 

Mr. Vanix. If you desire, we can substitute for S. 722 in the record 
H.R. 3505. 


| 
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Mr. Newsom. I would appreciate that substitution. I did not know 
until today that that was so. re ; 

We in the Grange are pleased to note the widespread recognition of 
the depressed area problem—and the fact that members of both po- 
litical parties seek legislation to deal with it. a 

We have been impressed by the decision of the sponsors of S. 722 
to provide an area redevelopment program that will proceed carefully 
and deliberately—in an effort to produce permanently beneficial re- 
sults. We agree completely that the problem is not subject to swift 
or sweeping correction. 

As I mentioned earlier, the Grange favors the establishment of a 
central administration to give leadership to local, State, and National 
efforts in dealing with the problems of economically depressed areas. 
We favor the establishment of an independent Area Redevelopment 
Administration, as provided in H.R. 3505. There would appear to 
be administrative advantages in such an organizational approach, 
especially since one of the basic jobs ahead is coordination of the 
efforts in this field of existing agenices of government. 

It would be improper to ask the Department of Agriculture to 
administer a program of this kind in urban areas, just as it would be 
improper for the Department of Commerce to administer the program 
inrural areas. The need is for an independent, conspicuous agency— 
not buried in any existing department—that will keep the area rede- 
velopment program conspicuously before the public so that it will not 
be neglected or permitted to fail. 

As Americans, we have always prided ourselves on being generous. 
We are sharing our abundance and our skills with friendly peoples 
all around the world—for both practical and humanitarian reasons. 
We are providing practical aid to underdeveloped nations. And let 
me ,ust say, Mr. Chairman, that I think the parallel here between 
what is being proposed in this legislation and what we are attempting 
to do through a couple of our international agencies, is one that maybe 
has not been analyzed as much as it should be, even by the opponents 
of this kind of legislation. There is a tremendous parallel, even to 
the point of the mechanics which are proposed in the carrying out of 
this objective. 

In the proposed Area Redevelopment Act, we would be sharing our 
abundance and our skills with our own neighbors who happen to be in 
need. Persistent unemployment or underemployment, in areas 
marked by prolonged economic distress, can be overcome. 

By the use of Federal loans and grants, the provision of vocational 
training and “retraining subsistence payments,” material assistance 
in the establishment of job-creating business enterprises, and other 
actions provided in this legislation, the depressed areas of America 
can be truly “redeveloped.” 

More important—a great many of our own people who have been 
trapped by circumstances, will be provided with new hope, and with 
new opportunities for full, rewarding employment. 

We urge you to act favorably on H.R. 3505. 

Mr. Vanrx. Thank you very much for your splendid statement. 

Are there any questions ? 

Mr. Burke. No questions. 

Mr. Vantk. Mr. Milliken. 
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Mr. Mituiken. No questions. 

Mr. Vani. Mr. Miller. 

Mr. Mirier. No questions. 

Mr. Vantx. Mr. Johnson. 

Mr. Jonnson. I would like to say a word about this underemploy- 
ment on the farm. I have followed with some interest the statements 
of the Department of Agriculture suggesting that the way to make a 
living on the farm is to get a job in town. Are you recommending 
this course of action ? 

Mr. Newsom. No; we are recommending that, even as this move- 
ment is going on—and some of it, I think we will all agree, is indi- 
cated by the seeking of improved opportunities for individuals, which 
must be the goal of all of us—but even as this movement is going 
on, we ought by all means to be endeavoring to develop employment 
in these areas so that the people themselves will not have to be making 
the move. 

In other words, in this allegedly growing economy, which I am 
sure all of us hope will continue to grow and expand, this sort of 
proposal here might be tremendously valuable in getting a reasonable 
amount of that expansion out where the people are, so that they can 
continue to enjoy rural life in an area that is home to them, rather 
than to move them off. 

Mr. Jounson. So it is really something to assist people to go on 
living where they have been living, but you are not recommending 
this as a palliative to the farm problem, as such 4 

Mr. Newsom. That is right. We believe that this kind of measure 
is thoroughly sound and justified for this particular kind of purpose, 
even though we recognize, as we have attempted to say in the closing 
paragraphs or sentences of my statement, that to be sound, it is going 





~—- 


to be relatively slow, but we certainly have no patience with proposals | 


that the funds available for this kind of thing be so low, as is being 
proposed by some alternative pieces of legislation. 
This $300 million proposal seems to be low enough, in our opinion. 
Mr. Jounson. Thank you, Mr. Chairman. 
Mr. Vanix. Mr. Miller has a question. 


Mr. Mitier. Mr. Newson, I was not sure from your opening re- 
marks whether you regarded the situation this year as being more | 


severe as compared with last year, or whether you consider the need 
for this legislation to be greater this year than last. What would you 
like to say about that ? 

Mr. Newsom. Frankly, I don’t know whether I am qualified to com- 
ment meaningfully to this committee as to whether the situation is 
more severe. Asa matter of fact, it is my opinion that the situation 
is no less severe, and that from the standpoint of the long-term future, 
I think it is at least equally severe to what we were confronted with 
last year, though we were, I think, a little later in the calendar last 
year, I am not sure that you can compare the situation in February 
of one year with that in April of a succeeding year, as I look at the 
trend in agricultural employment. 

I mean to say that there is a seasonal employment situation in agri- 
culture with which I am sure you are familiar, which might throw 
you off balance in trying to make a comparison between this year and 
last year, unless you take account of the time of the year, and I haven’t 
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done that, so I am not prepared to answer your question as to exactly 
the comparative situation this year with respect to last. 

Mr. Mitver. In the light of the rosy predictions that we had last 
year from many sources as to our immediate future, what are some of 
the reasons that you feel that the legislation is necessary at this time ? 

Mr. Newsom. Well, we have a great many rural areas where the 
level of unemployment and the level of underemployment certainly 
have not shown any improvement in the past year, in spite of these 

redictions that you mentioned. Furthermore, we are just a little 
bit farther along in this agricultural evolution that I am talking 
about. This means, inevitably that more and more of our rural 
families and farm families, too, are moving closer and closer to the 
reality of this situation. 

This is especially true in several of the rural sections of Pennsyl- 
vania, Which we have just recently visited. Yet, Pennsylvania has no 
monopoly on the situation. [mention Pennsylvania now only because 
our prepared statement makes specific mention of the southern area. 
It is pretty widespread. 

Mr. Mituer. It isa long-term cyclical unemployment ¢ 

Mr. Newsom. That is right. 

Mr. Minter. Thank you, Mr. Chairman. 

Mr. Vanix. I have one question. As I understand it, the adminis- 
tration bill makes no provision for rural loans as the Spence bill does. 
Now, do you think there is a real need for these loans ? 

Mr. Newsom. Yes, I do. To get this kind of loan from private 
lending sources is difficult, because quite often the sum involved is 
large enough that there must be collateral, and the type of collateral 
that private lending agencies would require in this kind of case just 
isn’t available. They are a little bit in the category of the REA loans 
that many of you have been familiar with over a period of time. 
There is no collateral to offer even yet in many of these areas. There 
just isn’t sufficient collateral for the kind of credit, and the volume of 
eredit, which is necessary for these purposes. 

Mr. Vanik. I come from a large city, and I know this, Mr. Newsom. 
There is a great migration of farm workers into the cities, and when 
work in the cities falls, they go back to the farm. Doesn’t that prob- 
lem in many respects take care of itself? Eventually they go back 
home and live on their compensation, plus whatever they can do on 
the farms. They really are better off than people who have no farm 
to go to? 

Mr. Newsom. Well, a good many of the people that we are concerned 
about here are not going to have a farm to go back to when they have 
run the gantlet of this experience that you are talking about. 

Mr. Vanik. In my city, we have 58,000 out of work, and 21,000 on 
compensation, 6,200 families on direct relief, and 10,000 families try- 
ing to get it. 

Mr. Newsom. Yes. Yes, I would point out, though, that in this 

rocess it seems obvious to me that there is a real economic loss to the 
Nation as a whole and to its economy, that we ought to try to avoid 
if we can, to the extent that this sort of an administration, or adminis- 
tration of this sort of legislation could, over the course of time, avoid 
that kind of economic loss, then I think it certainly is sound legisla- 
tion. 
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Mr. Vanix. If there are no further questions, thank you very much, 
Mr. Newsom. 

The next witness is Mrs. Esther Harbo, director of education, Rocky 
Mountain Farmers Union. 


STATEMENT OF MRS. ESTHER HARBO, DIRECTOR OF EDUCATION, 
ROCKY MOUNTAIN FARMERS UNION 


Mrs. Harpo. Mr. Chairman and members of the committee, this is 
the statement of the National Farmers Union favoring enactment of 
distressed area legislation as embodied in H.R. 3505. 

Mr. Jounson. May I interrupt the witness to advise the committee 
that Mrs. Harbo is a constituent from my district, and I commend to 
the committee’s attention the things that she will say, because I have 
found her and her husband and their organization to be concerned with 
the well-being of the whole community. 

Mr. Vanrx. Thank you very much, Mr. Johnson. 

Mrs. Harso. Thank you, Congresman Johnson. 

We in Farmers Union express our appreciation for this opportunity 
of presenting our views before this committee on distressed area legis- 
lation as embodied in H.R. 3505. We favor the bill and feel that its 
terms and proposals are sound for these reasons : 

1. We maintain that the chronically depressed situation in both 
rural and urban areas in many parts of the United States is not only 
a serious problem to the individuals and areas involved, but consti- 
tutes a threat to our entire national stability and growth. 

2. We are convinced that neither the economic theory of supply and 
demand nor the normal operation of the free enterprise system alone 
can or will correct the problem; that it has become a public respon- 
sibility in which we all must share through our Federal Government. 

3. Localized efforts alone also cannot surmount the difficulties in- 
volved, in our opinion. Private capital and initiative can and should 
do its part. Local and State authorities can do their part. Such 
participation is properly provided for in the bill. 

4. We maintain that technical and financial assistance as specified 
is sound and practical; that it is fully in keeping with the American 
free enterprise system. The proposed legislation does not ask for a 
“Government handout” in any sense of the word. The small ultimate 
cost to the taxpayers will be greatly outweighed by the permanent 
benefits and assets accruing to the Nation as a whole. 

5. Private, State, and local participation precludes any problem in 
relation to charges of preference or favoritism. We believe that only 
in areas where the assistance is urgently needed will the local citizens 
make the effort which will be necessary to obtain it. 

6. In our opinion the criteria for determining need is well spelled 
out and will serve as a sound yardstick to follow without fear of any 
widespread criticism. 

7. No existing Government agency is so staffed or financed as to 
successfully ae. the problem, nor was any existing agency created 
by the Congress for the purpose of so doing. This is a special prob- 
lem which requires the full time and attention of any agency solely 
created to serve a unique and crying need. 
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In addition to our comments on the nature of the problem and 
observations just made, we should like to comment briefly on the rural 
aspects of the situation as follows: 

1. The present plight of American agriculture is, through no fault 
of the farmers or ranchers themselves, becoming an impending factor 
in relation to the unemployment and distressed area problem. We in 
Farmers Union believe that without a realistic agricultural program 
to give farmers bargaining power and attendant full parity income, 
the problem which your committee has under consideration will pro- 
gressively and surely spread to additional cities and counties over the 
Nation. The situation will, in our opinion, continue to grow worse 
in spite of laudible programs to alleviate it such as the bill under con- 
sideration. Here is why: 

(a) The farm population, because of decreasing purchasing 
power from farm operations, is being forced to look for other 
sources of income off the farm, either full time or part time. 
This, in turn, enhances the employment problem. Every job 
filled by a rural worker either displaces an urban worker or fills 
the job opportunity which otherwise would have been available 
to him. 

(6) Another 80 percent of parity farmer can only be an 80- 
percent customer. Twenty percent of his purchasing power is 
channeled into concentrated income areas where it is not spent 
for consumable goods to nearly the extent that it would be by 
the farmer and his family. Thus jobs and incomes to industrial 
workers are reduced. Under the present sliding scale farm 
policy, more depressed farmers and depressed rural areas are 
being established. 

(c) A $12 to $13 billion net income to rural America, instead 
of the $24 billion that it ought to be, spells a shortage of $30 to 
$40 billion annually in the business volume of goods and services 
in rural America. Needless to say, this loss of business and 
income to industrial centers has a terrific impact on the wrong 
side of the ledger. 

(d) Families hired by large commercial and corporate farm- 
ing interests on a seasonal basis do not commence to fill the 
vacuum left by displaced farm families—independent farm oper- 
ators—neither in numbers, in purchasing power, or in their needs 
and demand for all types of consumable goods. 

(e) A displacement of families now making their living in 
rural trading centers follows the displacement of independent 
farm family operators. It is estimated that for each four to 
eight farm or ranch families displaced, depending upon the size 
of operations, one family in town is forced to leave also. This, 
in turn, adds to the migration to larger centers, many of which 
already have a population and employment problem. 

(f) Physical resources of rural trading centers such as homes, 
schools, churches, stores, and banks gradually waste away and 
become obsolete monuments to formerly thriving communities. 
The people who are forced to leave cannot always measure up 
to the requirements of city spr gg They are too old, too 
young, too unskilled, and are lacking, of course, in any seniority 


rights so far as the labor market is concerned. Thus, they may 
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become liabilities, rather than assets, to the centers to which they 
migrate. 

In summary, we in Farmers Union would emphatically maintain 
that the distressed area legislation under discussion is already long 
overdue. We urge the Congress to give its prompt and favorable 
consideration to not only alleviate the situation as it now exists but, 
as a preparation for greater demands and needs that may soon appear, 
as we have outlined herein. The past 6 or 7 years of falling farm 
prices have set in motion a decay in rural America the detrimental 
impacts of which, on top of the preexisting and still uncorrected 

ockets of chronic rural poverty of long standing, will continue to 

felt for a long time. It is a challenge to the welfare of the entire 

economy and calls for the best we have in both mental and physical 
resources, 

May we add that this legislation as it applies to rural areas would 
cover some of the features embodied in the Family Farm Development 
Act introduced by Congressman Patman in the previous session of 
Congress. 

We want to commend this committee for the real and sincere effort 
you are making to effectuate the establishment of a Federal program 
to deal with the chronically depressed areas. 

We especially congratulate Congressman Patman for his many years 
of service in this very important area of our total economy. 

We presented extensive testimony before this committee on the 
chronically depressed area hearings in the last session of Congress. 
We would emphatically. assure this committee that our policy ex- 
pressed therein has not changed and that our present views are in 
accord with our testimony submitted last year. 

We also wish to have inserted in the record a very fine report made 
by the Agriculture Committee of the National Planning Association 
released Sunday, February 22. We feel facts presented in this report 
deserve the attention of this committee in dealing with the problem of 
area development programs especially as it relates to rural areas. And 
1 have this copy; Mr. Chairman, with me. With your permission may 
it be inserted ? 

Mr. VAnix. Without objection, it may be inserted in the record. 

(The report referred to above is as follows :) 


Report OF NATIONAL PLANNING ASSOCIATION, WASHINGTON, D.C. 


Note to editors: 


Low-income problems of southern U.S. farm families, white and Negro, are far 
too vast and deep seated to be solved by the present rural development program, 
according to the attached statement by the Agriculture Committee of the National 
Planning Association. 

The statement points out that under the present program, emphasis has been 
placed on only one essential ingredient of progress—local initiative and enterprise. 
The other essential ingredient—outside financial and technical assistance, both 
public and private—has been too often ignored and neglected. 

The committee recommends large increases in Federal appropriation and grants- 
in-aid for improved general and vocational education, for a much greater amount 
of supervised farm credit, for more special agricultural research and extension 
services, for more adequate labor-market information and employment services, 
and for better health facilities in rural areas. 

Financing of these programs, though costly, could easily be achieved by divert- 
ing “a relatively small part of the amounts now expended on farm price-support 
programs,” the committee states. 
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Large-scale human migration away from low-income rural communities “will 
continue to be a necessity,” the committee feels. Without migration, low-income 
farming areas in the South “must currently find local nonfarm employment for 
one out of every two farm males entering the production age group 20-64 even 
to hold their own. They must find far more nonfarm employment, either locally 
or at a distance, if their ratio of population to agricultural resources is to be 
significantly improved.” 


Rurat Low-INcoME AND RuRAL DEVELOPMENT PROGRAMS IN THE SOUTH 
I. INTRODUCTION 


Nature of the problem 

After nearly 20 years of national prosperity, the families of the Southern 
States have average incomes only about two-thirds as high as those in the rest 
of the United States. This represents progress since, as late as 1939, average 
incomes in the South were only about one-half those of the rest of the Nation. 
Indeed, if we look at only urban whites, this class of southerners is today 
nearly as well off incomewise as urban whites outside of the South, once 
allowances for differences in costs of living are made, However, Southern farm 
families, white and Negro, even now have average incomes only about one- 
half of those of farm families elsewhere in the United States. Thus, the 
South’s low-income problem is largely centered in its nonfarm Negro population 
and, more important for present purposes, in its farm population, both white 
and Negro. 

In 1949, of all farm families with cash incomes from all sources of less 
than $1,000, 71 percent were in the South. Furthermore, relative to the rest 
of the Nation, the South’s low-income farm families included fewer who were 
aged, disabled, widowed, or divorced. Instead, they more frequently con- 
sisted of complete farm-operator families whose heads were male, able bodied, 
and in their more productive years. Such farm families have therefore been 
poor primarily because they produced little. They have produced little be- 
cause they lack enough land and capital to produce an adequate farm income 
and, at the same time, lacked off-farm job opportunities by which their meager 
farm incomes might be adequately supplemented from other sources. 


The historical basis for rural poverty 


How can we explain the heavy concentration of low-income farms in the 
South? In the hillier areas of the upper South, an early date of settlement, 
followed by a long period of economic and cultural isolation, brought a pioneer 
pattern of small subsistence farming which has been very slow to change. 
While some of these areas did for a time enjoy temporarily favorable markets 
for grain and livestock, they soon lost them in competition with the newer and 
richer lands of the Midwest. For more than half a century thereafter, they 
failed to find alternative sources of cash income. By the time tobacco became 
a major new cash crop, most farms in the upper South were so small, over- 
populated, and capital-poor that tobacco could not solve (its dominant im- 
portance indeed being symptomatic of) their low-income problem. 

In the remainder of the South, the initial, highly profitable combination 
of cotton and slavery drained most of the available capital into slaveholdings, 
and encouraged complete specialization rather than diversification of commer- 
cial agriculture. (In 1850, 50 percent of the value of all real and personal 
property in Georgia was in the form of slaves.) Cotton also created in the 
South a dominant planter class which effectively opposed broadening the suff- 
raged, property taxation for the general welfare, and the establishment of 
free universal public education at a time when these democratizing influences 
were greatly strengthening the social and economic foundations of the more 
progressive rural Midwest. Prior to the Civil War, the South was further 
handicapped by its strong belief in an agrarian philosophy, which opposed in- 
dustrial-urban development as an inferior way of life; and by the extent to 
which Northern and foreign workers, skilled in the manufacturing arts, were 
repelled by the low status of labor in a slave society. 

Thus, even before the disastrous effects of Civil War and Reconstruction, 
the cotton South had already developed a regional philosophy and social, po- 
litical, and economic institutions which were unfavorable to balanced and broad- 
ly based economic progress. War and Reconstruction tended to strengthen 
these unfavorable factors. The resulting general improverishment of the 
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South brought to cotton production a system of crop-share wages to Negro labor 
and of costly merchant credit to the planters, saddling the region with a low- 
productivity organization of its agriculture from which it has found escape 
difficult. Perhaps more important, the South stagnated during crucial years 
when the rest of the Nation was undergoing one of its most rapid periods of 
economic development. 

With Reconstruction, the South at last recognized its need for Northern and 
foreign industrial capital and skilled workers, but its efforts to attract both 
met with nearly universal failure. The bitterness which Reconstruction 
aroused was also slow to die, encouraging continued cultural isolation and 
conservative, paternalistic, and backward-looking political and social system. 
Most important, by encouraging policies which were aimed at suppressing the 
political rights of the Negro, the reaction to Reconstruction also seriously dis- 
couraged political participation by lower-income whites as well and rein- 
forced social attitudes which were already prone to neglect the importance 
of public investment in the quality (education,’ health, and so forth) of the 
South’s human resources. We may conclude that, as consequence of the South’s 
peculiar political and social history, poverty in the rural South tended to be- 
come communitywide and self-perpetuating. 


Il. THE LOW-INCOME RURAL PROBLEM AND PUBLIC POLICY 


Outmigration alone no solution 

Given the South’s chronically overpopulated and low-income agriculture, 
large scale human outmigration is nothing new to the region. The older parts 
of the Southeast have peopled other regions continuously for more than a 
century.” In the earlier days, southern people moved in large numbers to 
better agricultural opportunities in the Midwest and, more recently, to expand- 
ing industrial opportunities in the North and West. Without this safety valve 
of outmigration, the rural South’s economic problem would have been even 
more severe. Unlike the rural Great Plains, however, the South has had few 
low-income rural areas whose rates of outmigration, though high, were suffi- 
cient to result in adequate farm incomes for those families who remained 
behind. Instead, the rural South’s high birth rates have filled its human 
reservoir as rapidly as it was being emptied by migration; the region has 
suffered a steady drain on its limited public investment in the education and 
health of its youth as they left the community upon reaching their productive 
years; the pressure of population on the supply of land has kept farm land 
values unduly high; and outside capital has failed to move into the low-income 
community. 

In fact, the persistence of the South’s position as a low-income region has 
made absolutely clear that moving people out will rarely solve the local economic 
problem unless, at the same time, sufficient farm capital and managerial assist- 
ance also move in.’ In southern rural areas which fail to attract industry, even 
large scale outmigration may lead to abandoned farmland, social disorganiza- 
tion, and the selective deterioration of the residual population unless additional 
farm capital is made available from outside sources. Such additional capital 
is absolutely vital if small farms are to be consolidated into larger farms capable 
of developing successful livestock enterprises in combination with (or in lieu 
of) traditional crops and which can use modern farm machinery efficiently. 
Where a community’s entire agriculture needs extensive reorganization—includ- 
ing such time-consuming improvements as building up pastures and livestock 
herds, fencing, and buildings and equipment—great amounts of farm capital 
are required. Because livestock enterprises demand much higher managerial 
skills, much greater resources for training and assisting farm managers are 
also much needed. In most low-income southern communities, this farm capital 
and managerial assistance have not normally been forthcoming from either 
private or public sources. The farm credit and managerial skills which such 
communities can themselves provide have usually been both entirely inadequate 





1In a selected 20-county upper east Tennessee area, instructional expemditures per school 
child were 57 percent of the U.S. average in 1850, only 14 percent in 1900, and again 57 


t in 1950. 
PS During 1870-1950. the total population of 12 Southern States (excluding Delaware, 


Maryland, Texas, and Florida) increased more than threefold despite a total net out- 
migration of about 7,300,000 people, of whom. 2,500,000 left during 1940—50 alone. 

3In 1949, central Iowa commercial farms had four times as much capital per worker and 
three times as much net farm output per worker as in Tennessee. 
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and largely directed toward perpetuating the traditional low-income production 
patterns and practices rather than toward facilitating much-needed changes in 
the local agriculture. 

Thus, the economic history of the South indicates that the human and social 
costs of outmigration are great and that it is extremely difficult to achieve 
that combination of smaller farm population and larger farm capital and 
management resources needed to eliminate communitywide rural poverty. It 
is here that the South’s historical lag in industrial-urban development emerges 
as a major factor accounting for its low-income farm problem. 


How industrial-urban development benefits agriculture 


As compared with other alternatives, industrial-urban development of rural 
areas greatly hastens the readjustments needed to achieve higher productivity 
and higher incomes for southern agriculture. It does so for the following 
reasons: 

(1) Because it is much easier to get underemployed farm people to change 
occupations without changing residence, local nonfarm job opportunities have 
a far more immediate and marked effect upon local incomes than do distant 
opportunities. 

(2) The drain on local community capital (particularly public investments in 
education, health, et cetera), which accompanies outmigration is avoided. 

(3) Industrialization usually involves the introduction from outside of non- 
agricultural capital which increases local banking and credit resources and 
personal savings. Hence, local financial institutions become more adequate for 
local credit needs, including those of the nearby agriculture. With rising local 
nonfarm wage rates, the community’s farm operators are forced to find ways 
of using their own labor force more efficiently. At the same time, they can more 
easily find the capital and managerial assistance required for reorganizing their 
farm business on a higher productivity basis. 

(4) With the growth of the local industrial-urban center, additional nonfarm 
jobs are generated in the service industries. Thus, with new markets created 
for locally produced farm products, local business leadership has new incentives 
to improve farm marketing and processing facilities and to provide local farmers 
with the capital and know-how needed to shift to new and more profitable lines 
of production. 

(5) With improved local markets, nearby farmers are likely to enjoy the avail- 
ability of a wider range of goods and services, provided on a more efficient and 
competitive basis and with more adequate information and credit facilities. 

(6) With greater concentration of population and rising per capita incomes, 
such developing communities can supply much-improved public services, which 
will in turn raise nearby rural levels of living, improve the quality of agricul- 
ture’s human resources, and stimulate still further economic development. 

For these reasons, an acceleration of industrial-urban development throughout 
the southern region is vitally necessary to a solution of its problem of low-income 
rural areas. 


Policies to facilitate industrialization of rural areas 


The following public policies would facilitate industrial-urban development 
of rural areas in the South. 

(1) Much greater financial support for the State industrial development com- 
missions which, in the interests of sounder local economic development, particu- 
larly need to strengthen their research and planning programs, both technical 
and economice. 

(2) Adequate expansion of power facilities, public and private, to meet the 
South’s future industrial needs. 

(3) Improved Federal labor market information which will indicate to pros- 
pective industrialists those rural areas with large amounts of underemployed 
farm labor as well as those urban areas having substantial unemployment. Such 
information should also include the data required to achieve more balanced 
industrial employment between males and females. 

(4) The development of Federal policies more favorable to the location of new 
defense plants in low-income rural areas. 

(5) Much more generous Federal grants-in-aid to improve public school edu- 
cation, to extend nonfarm vocational training to rural high schools, and to 
provide better medical, health, and library facilities in rural areas. 


38046—59——138 
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Limitations of industrialization in eliminating rural poverty 

These and other measures to speed the rate of economically sound industriali- 
zation in the rural South should have a very high priority in attacking its low- 
income farm problem. However, a word of caution is essential at this point. 
It is not likely that the rate of industrialization in the South can possibly be 
great enough over the next generation to solve the low-income problem. Without 
migration, the South’s low-income farming areas must currently find local 
nonfarm employment for one out of every two farm males entering the productive 
age group 20 to 64 even to hold their own. They must find far more nonfarm 
employment, either locally or at a distance, if their ratio of population to 
agricultural resources is to be significantly improved. 

It is therefore obvious that, while we should try to minimize the need for 
human outmigration by encouraging industrial development of low-income areas, 
a substantial rate of outmigration from most low-income rural counties will 
continue to be a necessity. This is particularly true of those counties which 
lack many of the prerequisites necessary to attract any but the least desirable 
types of industrial plants. Given the requirements of the economics of large- 
seale production and of location, we certainly cannot expect a General Motors 
plant in every county seat. Perhaps the most we can hope for is (1) that most 
low-income rural areas will find it possible to attract at least some industries 
which will upgrade local employment and payrolls to a limited extent; and (2) 
that a limited number of urban and metropolitan centers within each State can 
industrialize sufficiently more rapidly to hold much of the population within the 
State if not within the local community. 

If this view is correct, it means that the people of particular low-income rural 
counties cannot study their problem effectively independent of their interrela- 
tionships with the urban centers of the broader economic areas of which they 
are a part. It also means that, however much low-income rural counties may 
deplore the loss of population by outmigration, they cannot afford to limit their 
efforts to the attraction of local industry. Instead, the welfare of their future 
farm population still necessitates simultaneous and equally vigorous attention to 
facilitating outmigration of their surplus farm people and inmigration of addi- 
tional farm capital. Certainly they should prefer having substantially fewer 
local farm families with relatively high farm incomes to having three or four 
times as many families with wholly inadequate farm incomes. Thus, the most 
effective efforts to industrialize low-income rural areas must still be accompanied 
by more adequate attention to promoting the mobility of both farm people and 
farm capital. 


Policies to facilitate outmigration from rural areas 

What public policies will facilitate the outmigration of surplus farm population? 

(1) Most important are Federal monetary fiscal policies which will maintain a 
stable and expanding national economy. So long as we continue to have general 
prosperity and industrial expansion, the South should benefit most because it 
has the major pool of underutilized labor for manning the Nation’s new manu- 
facturing plants and service industries. 

(2) Even under conditions of national prosperity, however, private industrial 
price and wage policies may become serious barriers to the ready access of under- 
employed rural people to nonfarm labor markets. Thus, if industrial monopolicies 
restrict the expansion of output and employment and if strong labor unions 
restrict the entry of new workers, the combined effect is likely to be under- 
employment in nonfarm labor markets as well. In other words, whether fixed 
by collective bargaining or by minimum wage laws, prevailing wage rates may 
become so high that they attract a supply of industrial labor greater than the 
demand for such labor, forcing the rationing of jobs by arbitrary hiring practices 
and union rules. Such a result works strongly to the disadvantage of the low- 
income worker who would like to shift from farm to nonfarm employment. 
Hence, there is need for the development of a national employment policy in 
which more rigorous enforcement of the antitrust laws and the revision of 
restrictive union practices and labor legislation would probably play a major 
role. 

(3) Industrial demands for labor are increasingly selective in favor of higher 
levels of education and skills. Hence, the South’s low-income rural areas will 
remain seriously disadvantaged if their facilities for public education and 
health are not greatly strengthened by much more generous Federal grants-in-aid. 

(4) Particularly needed is a very substantial expansion of vocational training 
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for nonfarm occupations in the rural high schools, most of which offer only 
vocational agriculture courses at present. 

(5) The U.S. Employment Service should receive much greater financial sup- 
port so that it can increase considerably its number of offices in low-income rural 
counties where job information services are most needed. Given its present 
spotty geographic coverage and inadequate field staff, the Federal-State Depart- 
ment of Employment Security can service the more rural counties only a few 
days each month. Most of its energies are of necessity directed toward the 
processing of unemployment compensation claims rather than to supplying 
adequate job information. This agency particularly needs to find means of help- 
ing unskilled workers to find employment elsewhere and to develop for particular 
low-income communities new channels of migration to industrial cities other 
than those to which these communities are already tied through past migration 
of relatives and friends. 

(6) In cooperation with the local offices of the Employment Service, urban 
welfare agencies, both public and private, need to develop a more positive and 
better coordinated program to assist migrants from low-income rural areas in 
making the difficult economic, social, and psychological adjustments associated 
with a radically new way of life. 


Policies for increasing farm capital in rural areas 


Finally, what public policies can facilitate the movement of additional farm 
capital (and concomitant managerial assistance) into low-income rural areas? 
The farm capital problem is perhaps the most difficult aspect of the broader 
problem of low-income rural areas because, with occasional exceptions, additional 
farm capital cannot be effectively used within present farm boundaries. Rather, 
in general, the boundaries of individual farms must be considerably expanded 
(and the supply of skilled farm managers increased) before the development of 
livestock enterprises and mechanization become economically sound. In other 
words, in most low-income rural areas, agriculture must ultimately be reorganized 
on a communitywide basis—a reorganization which must await a substantial 
reduction in the pressure of farm population on local land resources and a con- 
sequent reduction in land values. Hence the farm capital problem of necessity 
must be divided into its shortrun and longrun aspects. 

In a shortrun context, the principal farm capital needs of low-income rural 
areas are as follows: 

(1) The development of a coordinated farm credit policy by commercial banks, 
the agencies of the Farm Credit Administration, and the Farmers Home Admin- 
istration, with particular attention to meeting intermediate term credit needs and 
expanding the managerial services which accompany the extension of credit to 
individual farmers. 

(2) Within this broader framework, prompt attention should be given to meet- 
ing fully the credit and managerial needs of those individual low-income 
farmers who show the greatest initiative and promise in reorganizing their 
farming operations on a larger scale and more efficient basis. The improvement 
of such pilot farms will require both careful planning and detailed supervision by 
agricultural experiment stations, agricultural extension workers, and the field 
staff of credit agencies. 

(3) Credit facilities for helping small farmers to develop intensive farm enter- 
prises (such as broilers, eggs, or strawberries), which will increase their in- 
comes without enlargement of landholdings, should also receive attention. 
(Here, as the development of the southern broiler industry has demonstrated, 
private middlemen may make a substantial contribution through credit and 
managerial assistance to small farmers.) However, the temptation to press 
new intensive enterprises much too far will be great because they require fewer 
population adjustment and little land consolidation. In the absence of partic- 
ularly favorable location near major urban centers, such enterprises will fre- 
quently fall short of assuring satisfactory net farm incomes, particularly if gen- 
eralized to the point where expanding supplies cause substantial price declines. 

Within a longrun context, the principal farm capital needs of low-income rural 
areas are: 

(1) Communitywide planning on a pilot basis—by agricultural research, ex- 
tension, and credit personnel—of the adjustments in human, land, and capital 
resources required to attain the goal of a high-productivity, high-income agri- 
culture. This means the establishment of community goals indicating how 
much local farm population should be reduced by local industry or outmigration 
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and how much supervised farm credit needs to be expanded to achieve longrun 
agricultural reorganization of the low-income community. 

(2) Such a longrun community plan would be especially useful as a guide 
in assuring that shortrun farm credit policy in the local community will be con- 
sistent with desirable longrun agricultural development. 

(3) A substantial increase in the lending authority and supervisory personnel 
of the Farmers Home Administration will be necessary if these long-run objec- 
tives are to be realized. 

(4) First attention should be given to those particular low-income rural com- 
munities which have already lost a sufficiently large proportion of their farm 
population to make communitywide agricultural reorganization most feasible. 
In such communities a heavy concentration of supervised farm credit would 
appear to be both essential and desirable. 


Conclusion 

In the South far more families are trying to make a living from farming than 
its agricultural resources can possibly support at a level of living comparable 
with that afforded by similar nonfarm occupations. Rural poverty is community- 
wide, and because it has deep historical and cultural roots tends to be self- 
perpetuating. A high rate of outmigration from the South’s low-income rural 
areas is essential, but, as history has already proved, cannot by itself solve the 
problem of rural poverty. Insofar as practicable, industrialization of rural 
areas is highly desirable, but is unlikely to proceed at a rate sufficient to war- 
rant neglect of policies to facilitate outmigration and to increase the availability 
of farm credit. 

There is no single, simple solution to the problem of low-income rural areas. 
Certainly agricultural price supports and the soil bank cannot help appreciably 
the low-income problem of farmers who produce little and operate little land. 
Yet such programs, because of their great cost, strongly divert public funds and 
public concern from a million or more farm families who require substantial 
and sustained public assistance. If we are to solve the problem of community- 
wide rural poverty during the next generation, we must devise a coordinated, 
integrated, and well-financed set of public policies which will at the same time 
encourage industrial development, facilitate outmigration, and expand super- 
vised farm credit in low-income rural areas. Anything short of such a three- 
pronged attack on rural poverty (with education—general, nonfarm vocational, 
and farm management—playing a major role on all three fronts) will almost 
surely be wholly insufficient and inadequate. 


Ill. IS THE RURAL DEVELOPMENT PROGRAM THE ANSWER? 


The rural development program of the U.S. Department of Agriculture is now 
over 3 years old. Since this program is specifically aimed at helping to solve the 
low-income rural problems, to what extent does it meet or fall short of meeting 
the needs previously outlined? 

On the positive side, it should be said at the outset that Secretary Benson and 
Under Secretary Morse deserve strong praise for having at last begun a pro- 
gram for that sector of agriculture which has been so long neglected by public 
policy. Second, because of the extreme complexities of the low-income rural 
problem, the program’s initial concentration on a few pilot counties in each State 
was a wise one. Third, the program’s initial emphasis upon helping low-income 
communities to organize for self-appraisal, for establishing more ambitious goals, 
and for stimulating local leadership and a spirit of self-help was wholly sound. 
Not the least of the benefits was the bringing together of scores of private and 
public organizations and agencies to look at the low-income rural problem in 
an integrated way rather than piecemeal. In all of these respects, the rural 
development program started out on the right foot. 

The leaders of the rural development program have also effectively identified 
the principal elements of the low-income rural problem and many of the public 
policies appropriate to its solution. However, they have failed to recognize the 
full magnitude of the governmental assistance required, particularly on the 
financial and managerial side, for achieving an ultimate resolution of the problem. 
Initially, the tendency toward general exhortation, accompanied by publicity 
which turned minor community accomplishments (X county has acquired a new 
axhandle factory employing 20 people) into major achievements, was almost 
inevitable and perhaps not inappropriate as a means of stimulating community 
cooperation and self-help. Unfortunately, to some extent the leaders of the 
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rural development program appear to have become the victims of its own propa- 
ganda. Two swallows do not make a summer, nor do an axhandle factory, a 
community strawberry project, and a clean-latrine program turn a low-income 
rural county into one of advanced income status. Valuable though such local 
projects may be in their own right, they might be multiplied manifold without 
making more than a small dent in the huge problem at hand. 

Perhaps this criticism may be better illustrated by the too easy acceptance 
of the title “Operation Bootstrap” to describe the rural development program. 
Persisting in this bootstrap theory of rural development, even after having 
achieved the essential first step of developing cooperation and self-help in a 
particular pilot county, will surely mean ultimate frustration and disillusion- 
ment for the leaders of that county, unless extensive outside assistance is pro- 
vided. It is not enough to define the objective of the program (as did Secretary 
Benson in his second annual report on the rural development program) as helping 
“people in rural counties or areas make the best use of the resources which they 
have.” Rather, it must be recognized that, even with the best use of their present 
resources, low-income rural counties will still be poor by national standards 
unless they can have either large-scale human outmigration or a considerable 
increase in local capital and management resources, industrial and agricultural, 
or both. In other words, the present population in low-income counties can 
improve their economic well-being only with more (capital and management ) 
resources than they now have, most of which must come from the outside and 
from public (largely Federal) sources. 

To place exclusive emphasis in the rural development program on _ private 
initiative and local leadership is unrealistic and self-defeating. If a century 
and a half of dependence on local initative has failed to eliminate America’s 
low-income rural regions, it seems futile to depend only upon such initiative to 
solve the rural poverty problem still before us. What is required is a com- 
bination of local initiative—stimulated both locally and by State and National 
leadership—with outside financial and technical resources, public and private. 
An apt illustrative comparison is found in programs for urban redevelopment, 
which have seldom succeeded in local areas without precisely this kind of outside 
assistance. 

The problem of communitywide poverty should not be confused with that of the 
improvident ne’er-do-well which is occasionally found even in the richest com- 
munity. Too many leaders of the rural development program appear to accept 
the belief that low-income rural people like to hunt and fish anyway or that they 
are poor only because they deserve to be poor. This viewpoint rationalizes a 
policy of inaction and obscures the fact that rural poverty is largely the 
result of an inefficient and defective organization of economic resources and social 
relationships which can be ameliorated, to the benefit of the entire Nation, only 
through vigorous public and private policies. 

Cultural attitudes inherited from the past also weigh heavily on the achieve- 
ment of effective leadership at the State and substate level in the low-income 
rural regions. <A belief in the innate and inescapable inferiority of low-income 
people, both white and Negro, is far too common among personnel responsible for 
the rural development program. Such a belief seriously threatens the success of 
the program and must be counteracted to the fullest possible extent by broad- 
minded national leadership and by culling out State and local leaders who find 
the program uncongenial or of questionable merit. The traditional view that we 
ought to keep the boys down on the farm is now less widely held. However, the 
typical sociopolitical dominance of a few large farmers interested in preserving 
a plentiful and cheap farm-labor supply in the low-income community frequently 
deters local program leaders from openly recommending outmigration or even 
local industrialization. Racial attitudes further complicate the problem in those 
many communities whose low-income rural people are predominantly Negro. 
Differences in cultural history probably account in part for the greater effective- 
ness of the rural development program in Kentucky than in Tennessee, which on 
similar grounds should have an advantage over (say) Mississippi. While the 
recognition of such differences is only realistic, it should encourage the seeking 
of successful means of countervailing the heavy hand of tradition according to its 
weight, not the simple acceptance of the inevitability of failure where tradition 
lies particularly heavy on economic progress. 

The various agencies are still not pulling together as well as they need to if 
real accomplishment is to be achieved. In part, this is the result of increasing 
the number of cooperating publie and private agencies to a completely unmanage- 
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able level. Perhaps the time has now arrived for closer coordination among the 
more centrally involved organizations. The rural development program needs to 
focus much more sharply on the three major means of accomplishing local 
economic progress—outmigration, industrialization, and farm credit—with those 
relatively few agencies primarily concerned with each area given the major re- 
sponsibility and financial support necessary for stimulating major break- 
throughs. On the other hand, for such broad objectives, the limitations of the 
pilot county as a study and planning unit should be recognized. Here, there is a 
need for a less narrow focus, with more attention being given to the broader 
economic subregions of which the pilot counties are a part. Since the county 
unit is too small to expect to solve all of its economic problems in isolation, the 
unique area approach of the Kentucky and West Virginia rural-development 
programs has much to recommend it. Finally, the lack of full cooperation among 
public agencies also reflects old interagency rivalries, the difficulties of abandon- 
ing long-established but outmoded extension techniques, and highly myopic 
and oversimplified farm-management concepts of the low-income problem. As 
successful as it has been in promoting the progress of commercial farming, the 
institutional apparatus of American agriculture must be instilled with new 
perspectives, new enthusiasms, and new methods if it is to contribute equally well 
to the solution of the low-income farm problem. 

Given the huge magnitude of the low-income rural problem, special financial 
support for the rural development program has thus far been extremely nig- 
gardly. For the fiscal year 1958-59, the President requested and received from 
the Congress $15 million of additional loan authorizations for operations of 
the Farmers Home Administration in the pilot counties. This amounts to only 
$150,000 per pilot county, an amount so small that it will probably be spread too 
thinly to contribute significantly to the drastic communitywide reorganization 
of agriculture which a solution of the low-income problem requires. Instead, an 
experimental program of local saturation lending should be initiated, with 
much larger amounts of supervised credit per farm permitted where other 
conditions are favorable for communitywide readjustments in farm boundaries 
and crop-livestock combinations. The farm-capital needs of low-income rural 
areas are so vast that small loans may do more harm than good. Bold experi- 
mentation with carefully supervised loans for iarger than those normally 
considered prudent, while initially foolhardy as a matter of general policy, would 
appear to be fully warranted on a pilot basis. Where such large loans prove to 
be mistaken, they should be written off as a cost of experimentation but, if the 
general experience is largely favorable, general public farm-credit policy should 
be revised accordingly. 

For the fiscal year 1958-59, the President requested an appropriation of $4 mil- 
lion for special service and research activities of public agricultural agencies in 
the rural development program. Of this meager recommendation, only $2.6 
million was actually appropriated, a very minuscule amount considering the size 
of the appropriations for all Federal agricultural programs. Even so, if the 
Secretary of Agriculture would develop this program in the much bolder and 
more imaginative terms which its importance requires, Congress might respond 
more favorably to a request for substantially larger appropriations than it has 
to the completely inadequate requests of recent years. 

Despite efforts to bring the nonagricultural departments and agencies of the 
Government into the planning and execution of the rural development program, 
its task has thus far been considered too narrowly agricultural in nature. A 
solution to the low-income rural problem (excepting fram credit, research, and 
extension) to a very large extent lies in the fields of general and nonfarm voca- 
tional education, employment and labor-market information services, public 
health, and the like. The nonagricultural agencies frequently have a more real- 
istic, less naive, and less tradition-bound appreciation of the problem. As yet, 
however, they have had even greater difficulty in receiving the financial support 
which they require even to maintain (much less to expand) their services in 
low-income rural areas. If they are to make their maximum contribution to the 
low-inconie rural problem, these nonagricultural agencies must receive much more 
adequate congressional appropriations. 

Finally, there is not only a need for substantially larger appropriations for 
Federal and State research on low-income rural problems but the southern agri- 
cultural experiment stations need to be authorized to allocate more of their 
research funds to the economic problems of low-income farms and rural areas. 
The marketing-research provisions of the Hatch Act, as amended, are an example 
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of excessive earmarking of Federal funds. Many southern experiment stations 
lack the generous State financial support of research enjoyed by the richer mid- 
western stations. Hence, they frequently lack the degree of budgetary flexibility 
needed to preserve a balanced program of agricultural economic research, given 
the extent to which Congress has earmarked Federal funds for marketing 
research. This follows because station directors tend to concentrate the Federal 
marketing funds in their departments of agricultural economics, while allocating 
most of the Federal funds available for production research to the other depart- 
ments of the college of agriculture. Asa result, being so heavily dependent upon 
earmarked Federal marketing funds, their agricultural economic research pro- 
grams are seriously distorted. At their worst, such earmarked funds force 
departments of agricultural economics to contrive all sorts of peripheral and 
submarginal marketing projects, State and regional—many of which could be 
done as well or better by noneconomists and which benefit few, if any, farmers. 
Even where such marketing funds are more effectively used, however, the short- 
age of Federal funds for production-economie research results in neglect of low- 
income farm problems, which should currently be receiving a major part of 
the attention of agricultural economists in the southern experiment stations. 


IV. CONCLUSION 


The low-income rural problem is far too vast and deep seated to be solved 
by the rural development program as presently conceived. While the cautious 
grassroots approach of this program may have been largely justifiable up to date, 
it will have to become much more sharply focused, better integrated and coordi- 
nated, much bolder in its objectives, and far better financed if it is to make 
significant inroads in reducing the South’s widespread rural poverty. Emphasis 
has been placed too exclusively on only one essential ingredient of progress: 
local initiative and enterprise. The other essential ingredient—outside financial 
and technical assistance, both public and private—has been too often ignored 
and neglected. Such a one-sided approach (a@) seriously obscures the basie fact 
that, given their own very limited resources, low-income rural communities can- 
not solve their problems with the best of local leadership and cooperation; and 
(b) reinforces the unfortunate cultural heritage and narrow sociopolitical out- 
look of many State and local leaders, thereby tending to preserve rather than 
to change the status quo in low-income rural areas. Particularly needed are large 
increases in Federal appropriations and grants-in-aid for improved general and 
vocational education, for a much greater amount of supervised farm credit, for 
more special agricultural research and extension services, for more adequate 
labor-market information and employment services, and for better health facil- 
ities, in rural areas. Costly though such programs would be, they could be 
easily financed by diversion to this purpose of a relatively small part of the 
amounts now expended on farm price-support programs. In view of the present 
stupendous waste of human resources in our low-income rural areas, can we 
afford to do any less? 


MEMBERS OF THE AGRICULTURE COMMITTEE SIGNING THE STATEMENT 


Lauren K. Soth, chairman of the committee, editor of the editorial pages, the 
Des Moines Register and Tribune 

Donald R. Murphy, vice chairman of the committee, director, editorial research, 
Wallaces’ Farmer and Iowa Homestead 

A. C. Hoffman, vice chairman of the committee, vice president, Kraft Foods Co. 

Frank App,‘ Seabrook Farming Corp. 

John A. Baker, director, legislative service, National Farmers Union 

Murray R. Benedict, professor of agricultural economics, University of Cali- 
fornia 

John D. Black, professor of agricultural economics, Harvard University 

Robert K. Buck, Waukee, Iowa 





*Statement by Frank App: The statement assumes additional capital in low-income 
areas of the South, along with managerial skills from outside the community, would change 
these areas from low to high income. ‘There is no appraisal of the present resources, both 
social and economic, these areas possess. The traditional development has been one in 
which the local communities attracted capital and managerial ability because of their 
potential resources. When the Soil Conservation Service inaugurated its first services it 
made the serious error of lavishing capital in some areas to correct soil depletion and 
erosion. Later they found the greatest asset in promoting sound soil conservation was 
the change in the thinking of the people themselves, 
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Harry W. Culbreth, vice president, Nationwide Insurance 

John H. Davis, director, program in agriculture and business, Harvard University 

Arval I. Erikson, economic adviser, Oscar Mayer & Co. 

Oscar Heline, Marcus, lowa 

Frank W. Hussey, vice president, Maine Potato Council 

E. W. Kieckhefer, farm editor, the Courier Journal 

Herschel D. Newsom, master, National Grange 

R. J. Odegard, O. J. Odegard Potato Co. 

William H. Nicholls, chairman, department of economics and business adminis- 
tration, Vanderbilt University 

James G. Patton, president, National Farmers Union 

Theodore W. Schultz, chairman, department of economics, University of Chicago 


Mrs. Harpo. With your permission, we should also like to include, 
in this report a copy of a telegram from Leonard Kenfield, president 
of the Montana Farmers Union. Inasmuch as this telegram refers to 
S. 722, we want to mention that H.R. 3505 is identical to S. 722. 


| Telegram ] 


Urge enactment of S. 722, by Senators Douglas, Murray, Mansfield, and others, 
a bill to establish an effective program to alleviate conditions of substantial and 
persistent unemployment and underemployment in certain economic depressed 
areas of the Nation. Serious need exists for such legislation in Montana. 

Karly this month 15,784 Montana workers were receiving unemployment 
benefits and several thousand more have exhausted their claims. Butte and 
Kalispell are the most serious unemployment areas. U.S. News & World Report 
for February 20, 1959, described unemployment in Great Falls areas as “sub- 
stantial.” Mechanization in mining, plus severe recession in Butte and cut- 
backs in lumber industry in western area of State are most apparent weak 
spots. Increasingly difficult times for small family farmers add weight to 
general recession. Lack of adequate farming income has been forcing many 
farmers to seek work in towns. 

We have people and resources but we need a program. S. 722 would be of 
great value to some of our seven Indian reservations, particularly Cheyenne 
Rocky Boy’s, Fort Peck, and Blackfeet. S. 722 would be a boon to needy Indian 
families huddled in pitiful camps near Great Falls, Helena, Havre, and Wolf 
Point. 

Public welfare loads in State are heavy and increasing. 

Regards. 

That completes my statement. 

Mr. Vantk. Thank you very much, Mrs. Harbo, 

Are there any questions ? 

Mr. Burke? 

Mr. BurKke. I have no questions. 

Mr. Vanik. Do you have any questions, Mr. Milliken ? 

Mr. Minuiken. No questions. 

Mr. Burke. I do have a question. 

Do you find these large cooperative farms in your area swallowing 
up the smaller farms ? 

Mrs. Harpo. We find that the farms that are really suffering most 
in our area are sort of the in between, the independent operator, who 
has no investment in any other thing except agriculture. His whole 
time is devoted to agriculture. He has sufficient equipment and in- 
vestment in Jand and equipment to just take a full-time job, and he 
is really the backbone of the community, and he is the one we are 
most concerned with. 

Mr. Vanik. Any further questions, Mr. Burke ? 

Mr. Burke. No, sir. 

Mr. VAnik. Mr. Miller. 
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Mr. Minter. I would like to ask you the same question T directed 
to Mr. Newsom, as to whether you feel that the situation this year 
is as urgent or less urgent than it was last vear. 

Mrs. Harpo. In agriculture we certainly feel it is more urgent this 
year. We feel it is becoming more and more acute, as was mentioned 
in one of the staements made in our testimony. I think you can 
tell by the census that we have more and more people moving off 
the land, which is possibly an indication that the rural situation is 
getting worse. 

Mr. Vanik. Mr. Johnson. 

Mr. JoHNson. I was interested in your statement that for every 
four to eight farm families that leave the farm, one must leave the 
nearby community as well. I have observed in the course of cam- 
paigning in the northern part of Colorado that a number of the 
smaller rural towns were drying up, that perhaps only 25 to 30 
percent of the stores were actually still operating. The rest were 
empty and becoming ghost towns. I presume this relates to the de- 
clining number of farms as we get this pressure for fewer and larger 
farms arising out of our farm program. I wonder if you have or 
could submit for the record testimony as to the decline in the number 
of operating farms of various sizes over the past 6 to 10 years. 

Mrs. Harno, I should be glad to get that information and submit *+ 
for the record. 

(The data requested above is as follows :) 


FARM POPULAIION 
(Farm population as defined by the 1950 census )* 


Supplemental information requested by Congressman Byron Johnson in testi- 
mony presented by Esther Harbo, for the National Farmers Union in support of 
H.R. 3505 dealing with distressed area legislation March 9, 1959, before House 
Committee on Banking and Currency. 

In 1910, about one out of every three persons lived on a farm. By 1950, the 
ratio had declined to one out of six and by 1958 only one out of eight was a farm 
resident. 

Over 30 percent of the employed men living on farms had their principal occu- 
pation in nonagricultural work in 1958. 

Among women on farms, the percentage working at nonfarm work is about 
60. Both men and women engage in nonfarm work to a larger extent now than 
in previous decades. 


Total employed males in 


BOG oct aes. ae Eid: &, TSO, 000 

| ore saves i “ as.ssa= %, Gee, Coe 

1958 __ _- aa Paes : ‘anh _... 5, 728, 000 
Total employed females in 

See bs sales = Saute eee 

1950_ ts temas ak eae ‘ ee 

1958__- a Se ROE ee Pe ne eas 2.2.2 k, TOR Oe 


The farm population decreased 4,231,000 between 1950 and 195s, 

During the &-year period, approximately 567,000 babies were born annually 
to women living on farms and about 192,000 farm people died each year. 

Annually more than 1.4 million persons left farms for nonfarm areas or 
changed their Classification from farm to nonfarm between 1950-58. This loss 
was partly offset by an average of about 549,000 persons who moved from non- 
farm to farm classification. Thus the change in farm population between 1950-58 
was the result of a net of 875,000 persons of births over deaths and a net annual 
loss by movement to and from farms of 900,000 persons. 


1 Data from AMS and Bureau of the Census. 
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There was no large change in the distribution of farm population among 
geographic regions between 1950-58. The South still has about half of the farm 
population, and the Northeast and West each have slightly less than a tenth of 
the farm population. 

In the South farm population has had a loss of almost 27 percent between 
1950-58, compared with a decline of 13 percent in the rest of the Nation. 

Mr. Jounson. I think a good point was made by Mr. Newsom, and 
your testimony, too, that if we could develop employment opportuni- 
ties in these small communities, this would help those who wish to stay 
a part of that community to remain, and it would avoid the social waste 
of whole communities disappearing or becoming ghost towns. Ghost 
towns are an economic waste in the extreme. Not only the people 
are gone and have to readjust, but the tremendous investment made 
by those people in streets, water systems, and churches, and so forth, 
go to waste. 

I think the record should show, Mr. Chairman, that the purpose of 
the bill is not just to give a job to people who are currently unemployed, 
but to revitalize communities that are chronically depressed for what- 
ever reason, whether it be a change in the composition of employment, 
or change in the pattern of life in those communities. 

Mrs. Harro. Mr. Chairman, I might comment in connection with 
that, that I had a farm wife tell me just about 3 weeks ago that they 
had considered building a new home in their community, but she said, 
“We hesitate to do it. We have the money and we have an ample unit, 
sufficient, if we could get a price, to where we could contribute to the 
economy of this community. But we have a doctor who spent $30,000 
in building a very lovely home in our community, and the way the 
community is disintegrating, some day he is going to lose his full in- 
vestment in his home, because who is going to go in to buy a home in 
a community that is drying up?” 

So that is basically the situation, we feel. 

Mr. Vanik. Are there further questions ? 

If not, thank you very much for your statement, Mrs. Harbo. AndI 
want to say, before you leave, that your Representative, Mr. Johnson, 
is very alert and unrelenting in keeping us informed on the problems 
of Colorado. 

Mrs. Harpo. Thank you. We appreciate that. 

Mr. Vanitx. Thank you very much. 

The committee will now be in recess until 10 o’clock tomorrow morn- 
ing. The committee will then hear Members of Congress. 
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(The following statement was submitted to the subcommittee. ) 


AMERICAN PAPER & PULP ASSOCIATION, 
New York, N.Y., March 10, 1959. 
Hon. WRIGHT PATMAN, 
Chairman, Subcommittee No. 3, Banking and Currency Committee, 
House of Representatives, Washington, D.C. 


Dear Mr. PATMAN: We are submitting this statement to Subcommittee No. 3, 
and to the full House Banking and Currency Committee, in lieu of personal 
appearance, to express again our views in opposition to such legislation as H.R. 
3505 and related bills dealing with area redevelopment. 

The pulp and paper industry continues of the firm opinion that this type of 
legislation would result in placing the Federal Government in a position where, 
for all practical purposes, it would be operating business in competition with 
private enterprise. Where there is legitimate need for the construction of a plant 
or factory, private capital is not lacking for the developing of economically 
sound ventures. Our own industry and all industry today is continuing to 
carry on heavy capital investment programs which are designed to increase 
production, with the resultant increase in employment of workers. 

Temporarily depressed areas are, and in most instances always have been, 
effectively helped at the local or State level. If a community improves its busi- 
ness climate it certainly has a better chance of attracting new industries by 
using its own initiative instead of relying on Federal aid. 

For all its great powers, the Federal Government cannot be counted on under 
our democratic and free enterprise system to cure either a recession or de- 
pressed areas—industrial or rural. Legislation such as H.R. 3505 may very well 
hamper rather than promote the very thing it seeks to do, which is to help 
unemployment situations in the United States. 

H.R. 3505 would contribute to further inflation and bring about increased 
deficit spending by our Government, with its deleterious effect upon the sound- 
ness of the American dollar. This certainly is a matter of deep concern to mil- 
lions of Americans today. 

The ultimate cost of this legislation to every taxpayer—individual or cor- 
porate, irrespective of size—would be extremely high. 

The inevitable result of H.R. 3505 would be to reward a certain few com- 
munities at the expense of many others. Little or no consideration has been 
given to why a community or area is depressed and has chronic unemployment. 
Usual chronic unemployment results from a decision that it is unsound economi- 
cally to continue operations in a specific area. Therefore, the mere building 
of plants does not guarantee the economic revival of a community. Sound busi- 
ness judgment cannot and should not be replaced by misguided Federal inter- 
vention and direction. 

We fail to comprehend any need for the vast expenditure of Federal funds 
which would be required by H.R. 3505 at a time when we are once again em- 
barking upon a period of sound prosperity. The enactment of H.R. 3505 or 
legislation of similar intent would be contrary to the desired aim of stabilizing 
at first, and ultimately lowering, an already overburdened Federal budget. We 
therefore respectfully request your subcommittee and the full Banking and 
Currency Committee not to report H.R. 3505 or any other area redevelopment 
bill. 

Very truly yours, 
Rosert BE. O'Connor, Executive Secretary. 


(Whereupon, at 3 p. m., Monday, March 9, 1959, the subcommittee 
adjourned, to reconvene at 10 a.m., Tuesday, March 10, 1959.) 
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TUESDAY, MARCH 10, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuBcoMMITTEE No. 3, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Wright Patman, chairman of the subcommittee, presiding. 
S ’ oS 
Present: Messrs. Patman, Vanik, Burke, Miller, Johnson, Kilburn 
b] >] p] ’ ’ ’ 
Bass, Siler, and Milliken. 
Mr. Parman. The committee will please come to order. 

We have as our first witness this morning the Honorable Daniel 
J. Flood, of Pennsylvania, who has been advocating this legislation 
7 * 9 t ae) = 
for some time, and has had a great deal to do with the bill which 

p] S 
passed in the 85th Congress, and was subsequently pocket vetoed. 
We are glad to have you and will listen to vou with pleasure and 
S . . 
appreciation. 


STATEMENT OF HON. DANIEL J. FLOOD, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fioop. Thank you, Mr. Chairman. 

Let. me begin by saying that I want to express personally to you, 
Mr. Patman, the appreciation of the people of my district, and I 
know as well as the people of all of the affected areas, for the great 
leadership and help you gave to us last year on the floor when we 
were successful in passing this bill in the House. In the heat and 
burden of that day you were our stalwart: representing this commit- 
tee, and I have said repeatedly since, and I repeat for the record and 
for your ears, that it 1s my considered judgment that had you not 
taken hold of this bill as you did, we would not have been able to 
pass this bill in the House last year, and that statement cannot bear 
intelligent doubt. 

Mr. Parman. You are giving me entirely too much credit. I can’t 
accept that without qualification, but I appreciate your kind remarks. 

Mr. Fioop. You are an extraordinary Texan. That modesty leaves 
me breathless. 

Mr. Chairman, I have been, as you so kindly said, identified with 
this kind of law since about 1954, when we first seriously started talk- 
ing about creating a bill. This is not a new thing. This is not a 
stunt. This is not a horseback idea by any means. And facetiously, 
last. year some of our friends who were against the bill tried to create 
that impression, so I would like to begin—well, before I do, let me add 
this additional prefix : 
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Now, I am not going to be impertinent or presumptuous enough 
today to suggest that I am going to contribute anything new to this 
record on this bill. We have had hearings on this type of legislation 
before your distinguished committee and debates on the floor for 4 
years, actively for 2 years, and the same in the other body. The only 
hearings that should be held on this bill, I suppose, after a few days, 
would be a hearing against having any more hearings and to get the 
bill out. . 

I hope that in the other body they will pass this bill this week, and 
I am sure that the seriousness that your distinguished committee gives 
to this legislation will expedite it through your committee. 

You and I are aware that the two great political parties in 1956 
proposed very clear and specific planks in their platforms dealing 
with this kind of legislation. You are aware that there are at least 
a dozen of official governmental agencies and special commissions 
dealing with economics who have reported in extenso favorable recom- 
mendations for this kind of law immediately, and that has been going 
on for 4 years. 

You know this kind of bill passed the Senate, introduced in 1955 
first by the distinguished senior Senator from Hlinois, Mr. Douglas: 
you know that in 1956 it passed the other body, and then it passed 
through your great committee toward the end of the session, and we 
did not have an opportunity of considering it. 

You know as well that last year it passed both Houses, and then, as 
you indicated in your preliminary remarks, it died by pocket veto. 

Now, there is a tremendous awareness, sir, of this legislation nation- 
wide. A highly complicated basic piece of economic legislation takes 
many years to develop a public consciousness, a public awareness, a 
public concern, but that is now widespread. There is a knowledge of 
this bill, there is an understanding of this bill, there is a desire for 
this bill all through the Nation; actually, in 20 States directly, and 
certainly in over 200 congressional districts. 

It is the considered opinion of people who know this business of 
politics and government—and I use the word “politics” in the sense of 
a philosophy of government—that a dozen Senators can hang their 
election upon the need for, the awareness of the public in their respec- 
tive States for, this bill, and the significance of the President’s veto 
vis-a-vis the economic conditions existing in those States. The same 
thing is true of many of our colleagues on both sides of the aisle, 
elected to the House, and certainly many of our new Members, frankly 
admit the significance and importance in the minds and hearts of 
their people of this type of legislation. 

It is a serious, basic, national problem that warrants no further 
delay. 

I do not propose this morning—because I am aware that there will 
be a veritable litany of my colleagues on both sides of the aisle who 
will devote themselves to different phases of this legislation—to go 
into the matter in great detail. There has been a similarity of other 
bills, introduced by many, many men on both sides of the aisle. Last 
year, as you are aware, of course, 1 was selected as the so-called 
chairman of a temporary emergency committee of some kind made 
up of Republicans and Democrats, concerned with the passage of this 
bill last year. We were pretty equally divided between the two 
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parties and in our concern and interest in working in having it done. 
So there is no partisan politics to tinge or color the purpose or intent 
of this law. Quite the contrary. 

Now, I am aware, of course, that there is opposition to this bill. 
I have seen it, the same people, still in the House, I see some of them 
still maintaining their rigidity of opposition. There are certain 
national organizations of great repute and integrity which are like- 
wise continuing their opposition to the bill. 

However, I believe that the overwhelming majority of the House 
and of responsible national organizations, also of great integrity 
and stature, support this bill, cutting across all politics, cutting across 
all walks of life, cutting across all economic strata—the need for this 
is paramount to them, and I am convinced I speak for that great 
majority. 

I might for a minute mention some of the attitudes I have encoun- 
tered. Of course, there is the administration position. I have indi- 
cated to you the President’s affirmation of this legislation, every year 
for the past several years. I have indicated to you his state of the 
Union message of 2 years ago, and of last year, in which he urged 
this be done. I have told you that both parties asked it be done in 
their 1956 platforms, and many of the commissions appointed by the 
President dealing with economics generally have specifically urged 
this law. 

Now, therefore, there is the administration position, which is philo- 
sophically committed to some kind of bill to do some kind of thing 
about this problem. On the other hand, there is that hard core— 
I don’t believe it is more than a corporal’s guard in the House—and 
the country, for that matter—who are just as completely philosophi- 
cally committed against the bill. 

I respect the depth and sincerity and integrity of their feeling. 
There is a clear demarcating line dividing philosophies of govern- 
ment, and this small cadre of diehards believe that they are right. 
That is not immoral, and I would be the first to defend their rght 
to present their position. 

However, they are fantastically in error, and I submit, have an 
appalling lack of understanding of the problem. On the other hand. 
outweighing both of these groups is the group for which I feel I 
speak, the great majority in the House and in the other body and the 
country, who want the kind of law to which I am now addressing 
myself, and to which many men have lent their name. 

I am aware of the position in opposition of the U.S. Chamber of 
Commerce. Now, Mr. Chairman, I am a rare avis of sorts. I have 
been a president of a chamber of commerce. I am now the vice presi- 
dent and a member of the board of directors of the Chamber of Com- 
merce in Wilkes-Barre, Pa., and I am a Democrat. God save the 
mark, <A rare breed in Yankee country. 

However, my membership on that has been allied with that of many 
men of ear persuasion, of adherence to the principles of the 
U.S. Chamber of Commerce, and yet they are in diametric and vehem- 
ent opposition to the position taken in the national body. That sit- 
uation is not uncommon in my chamber. It is universal in 200 
districts, in 200 chambers of commerce, in the 200-plus districts of 
the United States, and I submit that the U.S. Chamber of Commerce, 
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in an ivory tower in the Nation’s Capital, is not aware or prefers to 
ignore this great preponder: ance of opposition to their position com- 
ing from their member bodies in these many, many, many districts. 

Then I am aware of the great farm organizations in our Nation. 
Now, while I am primarily a coal miner—that is, my district’s econ- 
omy has been based for many, many years upon a single industrial 
economy and, of course, that 1s the Achilles’ heel of our economy and 
primarily why I have the problem—however, I have three out of seven 
legislative districts in my congressional district that are predomi- 
nantly rural, 

Ilowever, we do not benefit greatly by the vast Federal farm pro- 
grams, because we have a multiple- crop agriculture and we do not 
have access to and do not need access to the great farm programs. 
Ilowever, I have a living awareness of my brothers from the rural 
ores and their desperate condition. 

I do know that there is opposition from reputable farm agencies of 
national stature. Now, there are four of these great national farm 
groups, generally speaking, that we talk about here down through the 
years. There are others, but four we look upon as particularly rep- 
resentative of the agrarian economy. 

There is the U.S. Farm Bureau. Now, I identify this as being the 
leading spokesman in the farm world of this Nation against this bill. 
But there again, I know the history of the Farm Bureau; for 15 years 
I have watched it and listened to it with great respect, and I hold 
them in respect, and | know their leaders, and I do not question their 
sincerity. But there again, I find them on that side of the diametric 
line of opposition, hand in hand with the U.S. Chamber of Commerce 
historically and traditionally, and with the NAM. 

They are part of that hard core of the minority who are against 
not only this bill, but any bill which has for its purposes the socio- 
logical and philosophical ‘governmental aids and goals and targets of 
this kind of legislation, and they look upon anybody who supports 
this thing as a long-haired flat-heeled Socialist. And I heard on the 
floor last year some of my best friends, men who otherwise are of 
great intelligence and even humor—and it may be that—pounding 
the dais and pointing their finger at this and saying this is socialism, 
this is un-American, that is evil, a bad thing. 

Of course, that is unadulterated nonsense and that is bad language 
in a debate, but Isay it advisedly. Just look at the long list of Repub- 
licans in this House and in the other body who have lent their names 
to this legislation for 5 years. What rampant socialists are Van 
Zandt of Pennsylvania, National Commander of the VFW on two 
occasions, Dr. Fenton, my neighbor in Pennsylvania, and my friends 
from New England, and on my side of the aisle, from the border 
States and from the Southern States. These are the outstanding, 
notorious pinko’s and socialists who have the finger of scorn pointed 
at them for supporting this kind of bill. I repeat, for the i (te 
of emphasis, unadulterated balderdash, hokum, bunk and drivel, and 
they who so charge know it. 

T have been master of the fourth degree of the Knights of Columbus. 
My grandmother’s name was McCarthy. She w ould roll over in her 
grave to have Daniel John Francis Aloysious Flood sponsor ing social- 
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' ism. Bunk. Let’s have no more of that, even though they may mean 
- itthe two or three of them. 


Now, the NAM have a different position. These people are sin- 
cerely committed against the philosophy of this kind of approach, 
although ultimately I agree they want to do what we want toto. And 
I am identified with that organization, believe it or not. And so is 
my family, for a long time. 

Now, the trouble with the thinking of the NAM on this bill is this: 
They have missed entirely the conditions precedent to what they want 
todo. They say that the only way a distressed economic area can be 
helped is if in that area there exists—and this is their language, this 
is their phrase, and it is a good phrase: There must exist, they say, 
a “favorable business climate.” Those last three words, Mr. Reporter, 
I wish you would quote. 

That is the NAM language, and they have recently published and 
distributed to Members of the Congress brochures analyzing and de- 
tailing that position. They say, there must exist, and unless there 
exists, in these areas, a “favorable business climate”, Mr. Chairman, 
this is a waste of time, money and everything. They say, you can’t 
do anything about it, because unless the “favorable business climate” 
exists, then, industry and commerce and business and finance, and even 
government, will not enter these areas to do what this bill wants done, 
or to do what we, and even they say they want to do. 

Now, if ever there was a fallacy of a major premise, that is it. This 
is simple bad logic on their part. ‘There is nothing the matter with 
the thinking on their position. They are quite right, until a “favorable 
business climate” exists as a condition precedent, then we are not going 
to be able to help these areas immediately and certainly not perma- 
nently. But I submit to you, Mr. Chairman, that this bill recognizes 
that fact just as clearly as does the NAM, and it is because we recognize 
that fact that this bill was created. This is the bill, if there ever was 
one, which will permit the people in these areas to help themselves for 
the sole primary purpose of creating a “favorable business climate” 
upon which the future economy of the area can be firmly established 
and developed. 

This is not a one-shot operation. This is not a temporary thing. 


_ This is no antirecession weapon or piece of legislation. This is meant 


for the greatest good of the greatest number of all the people in all 
of these areas, and that is why, if we can only get it through the 
thinking of the NAM people, that this bill wants to do what they 
say these areas must: first do, and if they will bear with us, if they 
will help us with this kind of law, let our people create a favorable 
business climate, then, hand-in-hand with the AM and their allies 
will a structure, a new economic structure, be born with a firm founda- 
tion to go on to the future development, firmly, not casually, of these 
distressed economic areas. 
Now, Mr. Chairman, we first started talking about this bill—— 

_Mr. Parman. Congressman, we are going to have to have some 
limitation on time, I am afraid. We have so many Members who 


want to testify. 


Mr. Fioop. At your command. 

Mr. Parman. Suppose you say what you feel you must tell us and 
file the rest with the record? Without objection, you have per- 
mission to extend and revise your remarks. 

38046—59——14 
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Mr. Fioop. Yes, sir. I understand. And of course, as I say, this | 
statement of mine this morning is really repetitition for emphasis, | 
and little else. I have tremendous regard for you, and when I say 
sl I mean you, Mr. Patman, your awareness of these economic 

actors. 

I sit at your feet. I am merely a pale reflection of what you have 
done for us in all economic arguments for a generation here, at 
least as long as I have been here. This being the case, I am delighted 
that you are the chairman of the subcommittee. I look forward to 
ey active and effective leadership in the debate on the floor on this } 

ill and I hope and pray you will do it. 

I promise you, sir, this subcommittee, if you see fit to report this 
bill to your full committee and they in turn to the House, that I 
have and already have been working with my friends on both sides 
of the aisle to give you the practical aid, in the debate, in presenta- 
tion here and on the floor, and we are at your command and at the 
dictates of your committee to have this bill become law. Thank 
you. 

Mr. Parman. Thank you very much, Congressman. We appre- 
ciate your testimony. ) 

We have as our next witness the Honorable James E. Van Zandt,| 
from the 20th District of Pennsylvania. 

We believe that if we can get the Members to confine their remarks 
to about 10 minutes, and then with the privilege of extending their 
remarks, we can get through with the witnesses we have scheduled 
for this morning. 

We are delighted to have you, Mr. Van Zandt. You may proceed. 





STATEMENT OF HON. JAMES E. VAN ZANDT, REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpt. Thank you, Mr. Chairman. 

Over a period of years it has been my privilege to appear before 
this committee several times in support or area redevelopment 
legislation. 

As a matter of fact, I am among a group of Representatives in) 
Congress who are recognized as pioneers in this particular field. 

As many of you know, my congressional district in Pennsylvania, 
comprising the counties of Blair, Centre, and Clearfield, has been 
plagued with chronic unemployment for years due to depressed con- 
ditions in the coal and railroad industries. At times as much as 1é 
percent of our total labor force has been unemployed. 

Therefore, we know the meaning of “ghost towns” and the mise 
that follows in the wake of unemployment as we watch good Amer: 
can families being forced to exist on public assistance and surplu 
commodities. 

Speaking of surplus commodities, in my three-county area ther 
are 57,323 persons eligible for surplus food or 18.8 percent of the over: 
all population. 

In fact, in Clearfield County nearly 23 percent of the population 
are recipients of surplus commodities and dependent upon them fot 
the necessities of life. 

Mr. Chairman, at the present time in the two labor forces in mj 
congressional district, here is the picture: 
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As of January 1959, in the Altoona area, out of a labor force of 
53,600, there were 7,700 unemployed, or an average of 14.4 percent of 
the labor force; while in the Du Bois-Clearfield area, out of a labor 
force of 37,000, there were 5,200 unemployed, or an average of 14.1 

reent of the labor force. tht 

Therefore, the unemployment situation in my congressional district 
is simply this: Out of a labor force of nearly 91,000, there are 12,900 
unemployed, or 14.3 percent of the labor force. 

As I have said before, unemployment in my congressional district 
has been as high as 18 percent of the labor force. One point I want 
to emphasize is that unemployment conditions are not temporary or 
seasonal nor can we see any improvement in the coal and railroad 
industries. 

As a matter of fact, employment in these industries is still on the 
at hy trend and nobody dares to predict when employment will 
evel off. 

For an illustration, my home town of Altoona is principally a rail- 
road town because it is the site of the largest railroad shops in the 
world, operated by the Pennsylvania Railroad Co. Early in 1951 
vom employed 14,361, while last August employment dropped 
to 2,050. 

According to information released on March 1 of this year, employ- 
ment reached 6,000 and by the middle of April employment is ex- 
pected to level off at 7,000. This means that in the city of Altoona 
alone, there has been a loss of over 7,000 jobs. 

Mr. Chairman, this situation in Altoona is duplicated in the city 
of Du Bois where hundreds have been furloughed by the Baltimore & 
Ohio Railroad. 

Instead of having around 1,200 employees, as of March 1, 456 were 
employed with the expectation that employment in Du Bois will level 
off at 600, which means that 50 percent of the B. & O. labor force will 
be * oma 

have been pinpointing unemployment in the railroad industry in 
an effort to show the permanent loss of jobs. Similar facts reveal that 
the same condition exists in the coal, brick, and related industries in 
my congressional district. 

e residents of central Pennsylvania recognized this chronic un- 
employment situation years ago and through local community effort, 
area redevelopment groups were organized for the purpose of diversi- 
fying the economy by attracting new industries. 

To date we have enjoyed a measure of success, but it is such a mam- 
moth task that we are convinced we cannot do it alone. 

Before substantiating this statement, let me emphasize that we 
are not looking for a Federal handout. What we need primarily is 
additional borrowing power which, coupled with other forms of Fed- 
eral assistance as contained in pending bills, will enable us‘to abolish 
unemployment in our midst. 

In achieving this objective, we will not only rehabilitate our econ- 
omy through diversification of industry, but we will, in effect, be 
barring a repetition of this chronic unemployment that we have been 
faced with for years. 

Before giving you the highlights of my compromise bill, H.R. 4878 
I should like to repeat a question constantly asked by many of my 
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constituents: “Why is it that Congress sends billions of dollars to 
so-called underprivileged nations of the world, yet ignores the plight 
of good American citizens who through no fault of their own are 
unemployed ?” 

Mr. Chairman, the answer to this question is that Congress too long 
has ignored the pockets of unemployment that have brought suffer- 
ing and despair despite national prosperity. 

I hold no brief for the action taken by President Eisenhower in 
vetoing area redevelopment legislation last year. In my opinion, 
he was poorly advised. 

Nor do I hold any brief for those who quibble and employ delaying 
tactics over the cost of area redevelopment legislation. Since we 
have billions to pour into foreign aid, we certainly have a moral 
obligation to care for the needs of America’s unemployed. 

Mr. Chairman, the fact that area redevelopment legislation is fully 
justified makes it pertinent to ask: “Why solicit a repetition of last 
year’s veto by having the pending Douglas-Flood bill given similar 
treatment since it resembles to a marked degree the Douglas-Spense 
bill of the 85th Congress?” 

Frankly, it will not be difficult for me to support the Douglas-F lood 
bill, but I must confess the possibility of another veto is a cause for 
great concern. 

While there is no one in the Senate or the House who would stoop 
to playing politics with the misery of unemployment, we cannot 
ignore the fact that unless a bill is enacted the suffering of the people 
in the depressed areas is not going to be alleviated. 

Mr. Chairman, among the sponsors of depressed area legislation 
there exist two conflicting points of view. 

To begin with, in principle the administration has endorsed aid to 
depressed areas. In addition, the two great major political parties 
also endorsed the principle in their 1956 platforms. Therefore, the 
question that Congress must resolve is the extent of aid to the depressed 
areas of the Nation. 

In an effort to reach this common objective, it is imperative that 
reasonable people should be willing to compromise. In this connec- 
tion, it is my belief that the President will find it possible to accept 
a reasonable compromise between the administration bill and the 
Douglas-Flood version of the legislation. 

In my plea for a reasonable compromise, it must be thoroughly 
understood that I am not presuming to speak for the administration 
nor have I had any consultations with administration leaders on the 
subject. 

Mr. Chairman, let us be practical and face the facts concerning 
depressed area legislation. In the event of a Presidential veto of 
the Douglas-Flood bill, I have been unable to find anyone willing to 
flatly predict that the veto will be overridden by the House of 
Representatives. 

The fear of being unable to override a veto is based on the fact that 
it requires two-thirds of the votes cast to accomplish that purpose. 

Therefore—looking the facts right in the face—when you review 


the position of those members of the House today in relation to their | 


last year’s vote on the Douglas-Spence bill, one finds that the margin 
of victory would be insufficient to override a possible presidential 
veto of the Douglas-Flood bill. 
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Mr. Chairman, to improve the chances of enacting depressed area 
legislation, I introduced H.R. 4878, a bill which represents a com- 
promise between the administration’s approach and the Douglas- 
Flood proposal. With a few exceptions, my compromise bill, H.R. 
4878, offers the same types of aid contained in the Douglas-Spence 
bill vetoed last year. vat 

For example, instead of making every depressed area eligible for 
the same types of assistance, my bill provides different degrees of 
Federal assistance based upon the level of chronic unemployment 
and the need in such areas. 

In this connection, it is my belief that areas which have suffered 
greater levels of unemployment should be entitled to a greater de- 
gree of xid than those communities whose problems of unemployment 
are of a lesser degree. . 

Briefly, my bill, H.R. 4878, provides for the following programs: 

1. Technical assistance: Depressed areas would be eligible for tech- 
nical assistance to help the communities to appraise their physical 
and human resources, which would prepare them to plan constructive 
programs to attract new businesses and expand existing businesses 
in these areas. "th 

2. Community loans: Depressed communities would be eligible 
to receive loans from a revolving fund of $100 million. 

We know that the conventional lending facilities in depressed areas 
are not as venturesome as those in growing and expanding communi- 
ties. The fund would put the depressed areas on a more equal foot- 
ing with other communities in attracting new jobs. 

3. Public facilities: Some communities need improvement in pub- 
lic facilities before they would become sufficiently attractive to new 
businesses which might desire to locate in those areas. 

My bill provides for an establishment of a $25 million revolving 
fund from which these communities would be able to borrow. While 
the figure may appear modest, attention is called to the fact that leg- 
islation is pending before the House which would establish special 
funds for community facilities. Meanwhile, under my bill, H.R. 
4878, a smaller fund would be allocated and earmarked to aid de- 
pressed areas. 

In addition, the most depressed communities which do not have 
the sufficient resources to borrow funds would be eligible to receive 
grants up to a maximum of $25 million. 

At this point, let me stress that this is not an annual appropriation 
but is intended to be a $25 million revolving fund from which these 
communities would be «ble to borrow. 

The Administrator of the program would be expected to limit the 
= only to communities with the greatest need for aid and which 
ro not have sufficient resources to repay the loans in the foreseeable 

uture. 

It should be stressed that this is no giveaway program; under 
the provisions of my bill grants would be made only for projects 
which would provide lasting improvements and thus broaden the eco- 
nomic base of the communities. 

4. Vocational training and subsistence: One of the big problems 
of the people in depressed areas is the fact that many of their industries 
have declined or disappeared and, consequently the demand for the 
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skills acquired by the people in these areas has also diminished or van- 
ished. In order to enable these people whose skills have become obso- 
_ to gain new employment, we must provide facilities to retrain 
them. 

But many have been employed for a long period of time, and it would 
be unreasonable to expect that they could undergo an effective period 
of vocational training without any means of support. Consequently, 
while the unemployed are undergoing training and if they are no 
longer eligible for unemployment compensation, they would be receiv- 
ing subsistence payments equal to the average unemployment insurance 
in their State during the period while they are undergoing training, 
but not for a period exceeding 13 weeks. 

Only the unemployed residing in the communities with the highest 
level of unemployment would be eligible for this type of aid and the 
total amount that would be appropriated for this program would be 
limited to $5 million a year. 

Mr. Chairman, in brief, these are the provisions of my compromise 
bill, H.R. 4878. They are modest, but at the same time will provide a 
sound program of Federal assistance to depressed areas. All of us are 
deeply concerned by the latest reports about the rise of unemployment. 
Experience has shown that the people in depressed areas are the ones 
that are mostly hit by any rise in employment and are the last to 
recover from the onslaught of recession. 

Therefore, it is used that we enact the program contained in my 
compromise bill, H.R. 4878, as a realistic means of providing an effec- 
tive program to aid the chronically depressed areas of the Nation. 

Since the cost of depressed area legislation has proved a stumbling 
block in the past and impeded our efforts, let me point out that the 
cost of the Douglas-Flood bill is $389.5 million as compared to the 
cost of the administration bill, which is $53 million. 

By way of contrast, my compromise bill, H.R. 4878, will cost $158 
million, or just about midway between the cost of the Douglas-Flood 
bill and the administration bill. 

Mr. Chairman, at this point in my remarks I should like to include 
the following comparative analysis of the provisions and costs of the 
Douglas-F lood, administration, and Van Zandt bills. 

(The charts referred to are as follows :) 








Main provisions of the Douglas-Flood, adménéstration, and Van Zandt bills 
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Summary costs of the Douglas-Flood, administration, and Van Zandt bills 





Douglas- Administra- | Van Zandt 
Flood bill tion bill bill 




















Loans: 
IN SINE... 4...ccnetcianj au nihaiaaiesne taka aadineel $100, 000, 000 | $30,000,000 | $100, 000, 000 
PR Conc ncdetcedeckcsmnkanpedsstadcmeade petinnnesy eS eer til elds simian 
IEE, IRIE sive iengcndveda ckedovedbsscaenccuntstasanden 4) ee 25, 000, 000 
MIO adden ties Ceinalat< Deipalinaiidedendsuacteuneises ecattiear 1 300, 000, 000 | 230,000,000 | ' 125, 000, 000 
Grants (annual): 
INA TRUNIIN  eidcn cctphouiedchacesenbeneaiedcenenseds 76; COR OE F.icuccin dewey 25, 000, 000 
Technical assistance, annual. ...........--...-----..-....- 4, 500, 000 3, 000, 000 1 3, 000, 000 
RENE WANS GIG SIRI, oon dwn ccenagcevenscwcnshianennmees 379, 500. 000 53, 000, 000 153, 000, 000 
| Administration ------- Kendidennteccucsiddecawheuen teeaiaeeages (3) (@) (3) 
Retraining subsistence training payments to States.__.....--- 4 10, 000, 000 None 5, 000, 000 
ET COMM. Scns ccnceniceuccsecwcadnddamenaniusdaas (3) () (@) 














1 Financed by public debt transactions. 

2 Financed by congressional appropriation. 
3 Not specified. 

4 Annually. 

Mr. Van Zanpr. In connection with depressed area legislation, let 
me state that I have no pride of authorship. 

My sole desire is to aid the people in the depressed areas and to 
attain such a laudable objective the spirit of compromise should be 
dominant in our minds. 

As one who represents two chronically depressed areas in Penn- 
sylvania with unemployment as high as 14 percent of our labor force 
and which has plagued us for years, my goal is that Congress enact 
without delay an effective bill in a form acceptable to the President, 
thereby eliminating the prospects of another Presidential veto. 

Mr. Chairman, the residents of the 269 depressed areas of the Na- 
tion are entitled to this type of legislation, and it is my sincere hope 
that we can compromise any differences and enact a depressed area 
bill without further delay. 

Mr. Chairman, that concludes my statement, I wish to express 
again my appreciation for the privilege of appearing before this 
committee. 

Mr. Parman. Thank you very much. 

Mr. Milliken would like to ask you a question. 

Mr. Mitirken. Congressman, will the construction of the Pennsyl- 
vania Shortway help your district, help the unemployment in your 
district ? 

Mr. Van Zanpvrt. Very definitely. The proposed Keystone Short- 
way is a dual highway that runs directly across the State of Penn- 
sylvania, from Stroudsburg to Sharon, a distance of 291 miles. The 
proposed Shortway will cut through the heart of 13 labor areas, where 
at the present time we have 116,000 unemployed. This highway, Mr. 
Chairman, will cost $1 million a mile to construct, and will take about 
10 to 12 years to do the job. If the 70.2 miles of the Keystone Short- 
way in my congressional district were to be built it would require 3 
years and would provide jobs for 1,200 of our unemployed fora period 
of 9 months in each of 3 years. So the answer to your question is that 
the construction of the Pennsylvania Keystone Shortway would very 
definitely help to alleviate a lot of the present unemployment in 13 
labor areas in Pennsylvania. 
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Mr. Muut«en. That would help a lot of other unemployment in 
Pennsylvania, such as steel, cement, and other industries ¢ 

Mr. Van Zanpt. That is correct because it will provide employment 
in the coal mines, since coal is necessary to produce cement. It will 
stimulate employment in other industries, including the cement mills 
and at the same time in the transportation field in transporting ma- 
terials to the site of the construction. In short, it means employment, 
to the extent that it will help to alleviate much of the unemployment 
we have in the Commonwealth of Pennsylvania at the present time. 

Mr. Mitirken. It isa road that is badly needed, too. 


Mr. Van Zanpr. Yes; it is very badly needed. At this point I ? 


wish to emphasize that the Federal Government will pay 90 cents out 
of every dollar to cover the cost of construction. 
Mr. Parman. Thank you very much, Mr. Congressman. 
We now have the Honorable Mr. Ken Hechler of West Vir ginia. 
Mr. Hechler, I believe you have some recording you would like to 
reproduce for the committee. You also have a prepared statement. 
{r. Hecuter. I will supply the committee with a transcript of the 
recordings for both the reporter and the committee. : 
Mr. Parmay. Is there any objection to the reproduction of the re- | 
cordings ? | 
How long will it take? f 
Mr. Hecuirr. About 15 minutes, Mr. Chairman. I understand you } 
desire to limit testimony to 10, so we can cut it down to about 10 min- | 
utes. ; 
Mr. Parman. All right. You may proceed in your own way, with- 
out objection. 


STATEMENT OF HON. KEN HECHLER, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Hecuuer. Mr, Chairman, the area redevelopment bill which | 
this committee is considering is long overdue. In 1955, the Joint 
Economic Committee pointed the need for Federal assistance to help 
chronic labor surplus areas to help themselves. In his state of the 
Union message in 1956, President Eisenhower called for “Federal 
technical and loan assistance” to supplement local efforts in solving 
these problems. President Eisenhower called for a “soundly con- 
ceived Federal partnership program” in 1956, and then when Con- 
gress came up with an area redevelopment bill in 1958 the President 
pocket vetoed it with the claim the bill was not “soundly conceived.” 

I must confess I just can’t figure out what that phrase “soundly con- 
ceived” means. Anyhow, we meet to consider new legislation at a 
time when many areas of our great country are in serious economic 
trouble. We must act and act soon to put people back to work. 

In my home town of Huntington, W.Va., nearly 17 percent of the 
labor force is unemployed. Huntington is by the census West Vir- 
ginia’s largest city, the hub of the tristate area, a great river port . 
on the Ohio River, and located strategically from the standpoint of 
natural resources, transportation, and markets. Although just named 
an All America City for its great municipal progress, Huntington i 1s 
stricken by heavy unemployment. 
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Twenty-four manufacturing plants have closed their doors in the 
Huntington area in the past 10 years. The largest of these plants, 
the Sylvania Electric Products bo. closed down a year and a half 
ago, and threw out of work 3,200 men and women. Many of these 
specialists and technicians now roam the streets for work. Some 
leave their families to get jobs in other States. 

In the past few weeks, I have visited hundreds of people in their 
homes, not only in the cities and towns but also in the rural areas 
where the economic suffering is even greater because of the absence 
of organized relief agencies. Today, I want to bring you in 15 min- 
utes the recorded voices of some of the people I interviewed in and 
around the towns of Fort Gay in Wayne County, W. Va., and Ranger 
in Lincoln County, W. Va. These areas in southwestern West Vir- 
ginia need help badly. These people want to work rather than get 
some kind of dole or handout. And when we get our people off the 
breadlines and onto the assembly lines, that is the way to balance the 
budget and fight inflation. 

For the record, let me say that these interviews were held in the 
homes and places of business of a random sampling of men and 
women during the days of February 21, 22, and 23, 1959. I will sub- 
mit the names of the persons interviewed to the committee in confi- 
dence, but prefer that the names not be utilized in published testimony 
lest it embarrass these people in their home communities. I will sub- 
mit to the committee a transcript of the following remarks in the 
tape recordings. 

n addition to the conversations I have had with all of these people 
in their homes, I have received scores of letters from people trying to 
keep body and soul together on surplus commodities. Surplus com- 
modities are not designed to provide a balanced diet, yet approxi- 
mately 15 percent of the total poyarstion of my State of West Vir- 
ginia are living—subsisting is a better word—on surplus commodi- 
ties. That is the highest percentage of any State in the Union. 

Here is a letter written on February 11, 1959: 

I am a young girl of 20 and I am writing on behalf of my parents and family. 
My father is a former coal miner and like all the rest has been unemployed for 
quite a while. I have a brother of 10 who goes to school. We are not as bad 
off now, at least not at the present, but worry is the big burden and hope is 
something almost forgotten. We have been let down so many times. I have 
tried to find work in every place I have had a chance to. I’m trained to be a 
medical technician. We have lived on the same thing for so long we seem to 
get weaker as the days go by. Rice and cornmeal with a little butter is some- 
thing you can soon grow tired of, but because you are hungry you try to eat it. 


If we could only have some meat or eggs even once a week it would help and 
give us the strength to hope for a better day. 


Here is another letter from a man who wrote me on February 18, 
1959: 


There are six in my family. I haven’t worked for 22 months. I have been 
everywhere, but it seems like there just are no jobs to be found. People holler 
about the taxes. I tell you if I had a job I could pay them. I wouldn’t worry 
about taxes. I’d be thankful I could pay them. 


And another letter from a lady who wrote February 18: 


I am president of our PTA here and I know there are just plenty of people 
like my husband who have been out of work more than a year. We are in debt 
head over heels and still see no way out of the situation. We are fortunate in 
one way. People need shortening or lard for seasoning, also potatoes and beans, 
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canned meat and fruits. They also need white meal. That yellow meal won’t 
bake done and most of it stinks until you almost have to hold your nose while 
eating it. Something should be done. It’s not our fault we are in this situation 
and that includes most of the people who are out of work. My husband has 
been everywhere he can hear of work but it’s always the same come back, and 
you know you can just walk so far. And we lost our car last June. So I’m 
hoping something can be done. 

State and local, public and private agencies are working around 
the clock to alleviate these problems. West Virginia at the State and 
local level has reached the end of its resources. It is no answer to say 
that all of these problems must be solved by more local] initiative be- 
cause we have already overworked old man initiative until his back is 
breaking. We need the area redevelopment bill to furnish loans for 
redevelopment financing. We need to modernize existing plants. We 
need technical assistance. Our communities need help to expand their 
facilities to attract industry. We need vocational retraining in cer- 
tain areas which the bill would provide. 

The area redevelopment bill is not the magic wand which will bring 
rosperity. It won’t do all of the things some of its sponsors claim. 
ut it is a bold beginning. 

There have been threats that this bill will be vetoed unless it is 
watered down. In these times of grave economic crisis, there are 
timid men who cry: “Half a loaf, half a loaf, half a loaf onward.” 
We must let our hearts be bold and pass an effective bill. 

I submit also that we need the area redevelopment bill to be ad- 
ministered by an independent agency which has the courage to move 
forward vigorously. It has been well said that we must not give the 
child to a nurse who seems interested in chloroforming the child. 

I have talked primarily about my State of West Virginia, Mr. 
Chairman, but this is a national problem which we confront. The 
bill will affect many States, but of greater importance is the fact that 
in raising the economic standards of these labor surplus areas it will 
strengthen our entire Nation. 

Now, at this point, Mr. Chairman, I would like to give you some 
graphic idea of the situation in the Fourth District of West Virginia, 
which is along the Ohio River, and I understand a good deal of the 
testimony before this committee has dealt with the situation in urban 
areas. Inasmuch as the bill covers rural areas, I believe it would be 
useful to the committee to submit testimony covering the extreme 
economic situation in the southwestern section of West Virginia in 
these rural areas. I would like to bring you the recorded voices of 
some of the people whom I interviewed in and around the towns of 
Fort Gay and Wayne County, W. Va., and Ranger and Lincoln 
Counties, W. Va. This is the area about 20 to 25 miles south of the 
city of Huntington, W. Va., across the river, where Chief Justice 
Vinson grew up, in Kentucky. 

(At this point recordings were played before the subcommittee.) 

(The portions of the recordings presented to the committee follow :) 


AREA REDEVELOPMENT ACT 





HecHter. My name is Congressman Hechler. It’s certainly good to see you. 
Let’s see now, where do you get your mail? 

MAN. At Fort Gay. 

HECHLER. Right here in Fort Gay? 

MAN. Yes. 

HECHLER. Do you see many of these people who are getting surplus commodi- 
ties here in Fort Gay? 
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Man. Quite a few. 

HeEcHLER. Now, what is the employment situation around Fort Gay? 

Man. I'd say critical—or none. The employment industry in this country 
consists of the N. & W. Railroad practically alone, and a little scrub farming. 
And the N. & W. has got three-fourths of its force laid off right now, I’d say. 

HECHLER. I see. How about you, yourself? Are you out of work or are you 
working? 

Man. No, sir. I’m a disabled veteran. I have been discharged from the VA 
hospital for 2 years. I recently applied for a job with the Government, but I 
didn’t get it. 

HecHLER. And do you think there are any prospects? Are you still looking 
for work? 

Man. Yes, sir; I am still looking but the hopes are getting more dim as time 
goes by. 

Hecuier. How many people—what percentage of the people—in Fort Gay do 
you think are out of work and looking for work? 

MAN. Well, the percentage would be hard. I would just say a great many. 

HeEcHLER. Thanks very much. 

* * . @ * a * 

HECHLER. What is the employment situation around here? 

MAN. Well, right at the present there isn’t any hardly. There isn’t any right 
at the present time. 

Hecuier. And do you have any trouble getting your children all fed? 

WomMAN. Yes; it’s quite a task. 

HECHLER. I see. Do you think there are any of these commodities that you 
could use more of? 

Woman. Yes; we could use more beans and we could use more butter. 

HECHLER. How is the work situation? 

MAN. It’s bad right now. There’s nothing here at all right now at the present. 
Of course we are hoping that in the future, you know, there will be something. 
And right now at the present, you know, my situation right now is I draw this 
DPA and it doesn’t go very far. Weappreciate what we get. 

* * * a * a * 

HEcHteER. Well, tell me. Do you get your mail here in Fort Gay? 

MAN. Yes, sir. 

HECHLER. What is the employment situation? Do you have a job here? 

MAN. No, sir. There ain’t no jobs to get around here. Just a chronic de- 
pressed area as far as I know. I’ve been here 20 years I guess. 

HECHLER. How old are you, sir? 

MAN. Forty-two. 

HEcHLER. And have you been trying to get a job? 

MAN. Yes, sir. 

HecHLer. There don’t seem to be any available? Well, how do you live 
then? 

MAN. Well, we just pick up what work we can; that’s all. 

WoMAN. I worked for 4 years in a grocery store until just before our baby 
was born, when I couldn’t work any longer. 

HeEcHLER. How old is the baby? 

WoMAN. Two months. 

HECHLER. Just 2 months? How many folks here in Fort Gay draw commodi- 
ties, would you say? Are there quite a few of them around town? 

Man. I imagine around 40 percent of them, probably. The ones that aren’t 
retired, you know. There are some retired. 

HEcHLER. Do you think there is any future here, any chance for getting more 
jobs for the people that want to work? 

MAN. Well, if some industry come in, probably there would be some future 
here, but otherwise I don’t see where there is. 

HECHLER. Do you think most of the people would like to work rather than 
stay on relief? 

MAN. Well, I know I would. I don’t know about the other people. 

HECHLER, Well, thanks very much. It’s certainly good to see you. 

s * * a a s s 


WoMAN. You see, we don’t get any check at all. They cut my check out. I 
did get one from the administration when my son got hurt. They cut that out. 
We haven’t had a thing this month except what we got from those commodities. 

HECHLER. What did you used to get as a check? 
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Woman. I used to get $40 a month from down there. 

HECHLER. How do you pay your utilities? 

Woman. My utility bills are not paid. I got a gas bill this month. They told 
me if I didn’t pay it by the 26th they was going to come and cut it off. I can’t 
get any help there at Wayne because they said I wasn’t entitled to it. 

Man. They said she wasn’t eligible to get any and she can’t do it. 

HECHLER. Well, if you could get more of these surplus commodities—— 
arte Oh, that would help. You don’t know how much that would help us 

HEcHLER. What kinds of things would you think—— 

Woman. Well, such things as peanut butter, stuff like that, pork and gravy 
that we used to, and stuff, you know, like that would help out. 

HEcHLER. Sir, you say you've been trying to get work around here? 

MAN. Yes, I have been trying through the Veterans’ Administration at Hunt- 
ington for Roanoke hospital. I got a letter back from them this week I believe. 
They said they accepted my application. And I don’t know when I’ll be called 
or whether I’ll be called. 

HECHLER. Are you drawing surplus commodities too? 

Man. I started this last month drawing them. 

HeEcHLER. And what do you draw? 

Man. I believe we got some flour, meal, and rice, and butter, I believe. 

HecH Ler. How big a family do you have? 

Man. Four of us in the family. 

HeEcHLER. I see. And does this cover everybody? Do you get enough food? 

Man. Well, we’re making out. We got pretty good credit here, I guess, in 
Fort Gay. 

HEcHLER. Do you get any unemployment check too? 

Man. No, I don’t get anything right now. See, I’ve been sick. I was called 
in last week to the Railroad Retirement Board, and they got me messed up 
somewheres in unemployment, and I don’t know now whether I’m drawed out or 
what. You see, I haven’t drawed anything back before Christmas. 

Hecuter. Are there many folks out of work around Fort Gay? 

MAN. Practically everyone, I’d say. 

Hecuier. Can you think of any way that we could help this section of the 
country? 

Man. Well, I guess work is about the only thing that would help it. 

HECHLER. I suppose we ought to have some new industry. If we could get a 
new industry in here maybe that would be of some help too. 

Man. That would be awful nice. That would give the people something to 
lean on. 

Hecuter. Is this true all over the section or is it just in Fort Gay that it’s bad? 

MAN. In my opinion it’s all over the State of West Virginia. They asked me 
where I would accept work. I told them I’d accept it anywhere to keep my 
family. Alaska, Germany, Holland—TI’ll go anywhere. 


Mr. Parman. You can file the other statements in connection with 
your remarks and you may sum up, Congressman. 

Mr. Hecuuer. The situation in the rural areas of West Virginia 
is desperate, Mr. Chairman. I would just like to say a word or two 
also about our urban areas. In Huntington, the largest city of West 
Virginia, according to the census, 17 percent of the people are out 
of work. 

This bill, I think, would provide constructive opportunities to get 
people back to work and to bring new industries into these areas. We 
are lacking in funds for financing expansion. We could use the kind 
of technical assistance provided under the bill, and we can certainly 
use the kind of vocational training and retraining benefits provided 
by the bill. 

In addition to that, the expansion of community facilities would be 
very helpful. 

There has been considerable argument about whether this situation 
is worse than in 1929 to 1932, and although there are certain things 
that the Federal and State Governments are doing now to cushion the 
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effect of the serious economic hardship, I think in many respects it 
is worse, because people are leaving the State, they don’t seem to have 
any hope for the future unless they can get the kind of constructive 
action which the bill provides. 

Mr. Chairman, I would be pleased to answer any questions. 

Mr. Parman. Thank you, sir. You may supplement your remarks 
for the record if you desire to do so. 

Are there any questions, gentlemen ? 

Tf not, thank you very much. 

We will next hear from Congressman Fenton, of the 12th District 
of Pennsylvania. 

We are very glad to have you, sir, and shall be glad to listen to 
your statement. 


STATEMENT OF HON. IVOR D. FENTON, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fenton. Thank you, Mr. Chairman. I have a very short state- 
ment that won’t take me but a few minutes. 

Mr. Chairman, this is the third time in as many years that I have 
appeared before your committee pleading for the establishment of 
a program to alleviate conditions of chronic, excessive, and persistent 
unemployment in certain economically depressed areas. 

Likewise, on one occasion I appeared before a similar committee of 
the Senate as well as having sent a statement to the Banking and Cur- 
rency Committee of that “ws, on February 25 last. 

Therefore, it is quite unnecessary for me to go into details with this 
committee as to conditions in my own particular district; except to 
say that in spite of the remarkable spirit of our people in rehabili- 
tating our area we still have 14,500 unemployed in my own county of 
Schuylkill which means about 18.5 percent. 

Likewise, we have 20 percent severe and chronic unemployment in 
Northumberland County—especially that portion of Northumberland 
which is in the anthracite coal mining area. Countywide, there are 
about 6,000 unemployed, of which 4,500 are from the anthracite sec- 
tion of Shamokin and Mount Carmel. 

The President reiterated in messages this year his concern for these 
areas of chronic and persistent unemployment. 

As a matter of fact, on February 9 of this year, I introduced H.R. 
4264 to accomplish President Eisenhower’s recommendations in his 
recent budget message for Federal assistance to distressed areas having 
chronic unemployment. 

On February 16 last, Senator Dirksen introduced the administration 
bill in the Senate, S. 1064. 

Other bills have been introduced, including S. 722 by Senator 
Douglas and S. 268 by Senator Scott. Many Members of the House 
have introduced bills to meet the common objective of relief for these 
areas, 

I fully appreciate these hearings will largely be a repetition of 
what is already on the record. 

With the early start of hearings in both the House and the Senate 
this year, the people of the affected areas are looking forward to 
expeditious action. They do not want action to drag on until near 
the end of the session. 
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Personally, I regret the fate that happened to our attempts last 
year for some kind of legislation to help alleviate conditions of sub- 
stantial and persistent unemployment. 

Had we adopted the recommendations of the administration we 
would now be on our way at least to solving the problem. 

As you know, I supported your committee bill after the administra- 
tion’s bill was offered as an amendment—in the nature of a substitute— 
by me—and defeated. 

I shall not go into the relative differences or merits of the bills, 
which have been introduced, except to say that the administration bill 
and that of Senator Scott, S. 268, which I also cosponsored in the 
House, H.R. 2871 provide that any area assistance or redevelopment 
program be placed under the Department of Commerce which has 
the primary responsibility for business and industrial development. 

As I understand it, the Department of Commerce could function 
almost immediately with the facilities they have. 

Mr. Chairman, I want to repeat here today what I said on the floor 
of the House last year during debate, that I want to see a bill passed— 
whether it be the administration bill or a compromise between that bill 
and the Douglas bill. We want a bill which the President will sign 
into law. 

I come from an area that is one of the hardest hit with unemployment 
in this country and I have constantly endeavored to bring some kind 
of assistance to it. This assistance can become a reality if we can all 
get together. 

Thank you. 

Mr. Parman. Thank you, sir. 

Are there any questions, gentlemen ? 

Mr. Miti1ken. Congressman, do you feel that the smaller bill, under 
the Commerce Department, would have a better chance of becoming 
law and giving some immediate relief to these sections of the country ? 

Mr. Fenton. Well, of course, I can always say that the administra- 
tion bill would necessarily become law if it were passed by the Con- 
gress, and certainly that bill provides that the redevelopment area 
section of the Commerce Department, which is already set up to go, 
would administer it and it would certainly give great relief. 

Mr. MiirKen. Do you feel it would give immediate relief to the 
situation ? 

Mr. Fenton. I think, under the circumstances, they would be in a 
position to give almost instant relief. 

Mr. Miturken. Thank you. 

Mr. Parman. Thank you, Congressman Fenton. 

Our next witness will be Congressman Gray, of Illinois. 

Congressman Gray, we are glad to have you. You may proceed in 
your own way. 


STATEMENT OF HON. KENNETH J. GRAY, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Gray. Mr. Chairman and members of this fine committee, I am 
indeed grateful for the opportunity to appear once again before your 
committee in support of a bill to aid economically distressed areas. I 
am proud to be one of those members who has consistently introduced 





eo. end. tee 4 ee | ee 


wa Beau ail ei, ate fac aaa ae 





os ew 


Tr 


ll 


n 
\t 
ll 


in 


ur 


ed 


AREA REDEVELOPMENT ACT 209 


and supported area redevelopment legislation. I first want to take 
this opportunity to con Sear oe my friend and neighbor, Chairman 
Spence, Mr. Patman of Texas, and the other members of this com- 
mittee for their time and understanding to this great problem of dis- 
tressed areas. I know that the work of this committee will be deeply 
appreciated by the millions of unemployed people in America. 

I have the honor of representing the 15 southernmost counties in 
the great State of Illinois and before settling down to the true facts 
concerning our economic conditions as they now exist, please let me 
preface my remarks by saying that due to coal and fluorspar mine 
closures and other factors, the economy of southern Illinois has been 
slipping for the past 12 years. The people of this region, through 
their chambers of commerce, Southern Illinois, Inc., Southern Illinois 
University, community development programs and other groups have 
done an outstanding job in trying to promote private industry to our 
region to take up some of the unemployment slack; however, the de- 
cline has been greater than the progress. Southern Illinois is made 
up of fine people, good schools, churches, and bounded on both sides 
ny two of the greatest navigable streams in the world, the Ohio and 

ississippi Rivers, but is severely hurt economically; and if some 
type of Federal assistance is not rendered, thousands of people will 
continue to suffer and be forced to receive public aid, or leave the 
area. In the past 5 years approximately 30,000 people have left the 
area to find employment elsewhere. Approximately 20,000 able- 
bodied men and women remain unemployed in my district. Accord- 
ing to the latest figures from the Illinois Public Aid Commission, 
there are approximately 15,000 persons receiving surplus food in the 
17 lower counties of southern Illinois. This certainly is not a healthy 
situation. 

As I said in my opening remarks, we are doing everything we can 
to help ourselves an sme | progress has been made; however, if the 
situation is to be corrected, we must have outside help. Since I have 
testified on this subject before, I do not intend to burden the com- 
mittee with long testimony concerning the need for assistance. I 
am sure that is evident to anyone who takes time to study the facts. 
I will give my hometown of West Frankfort, Ill., as an example of 
what has been happening to southern Illinois communities over the 

ast several years. The official 1940 census listed my hometown popu- 
ation as 15,700. The official 1950 census showed 11,400 and a recent 
southern Illinois university census gave us less than 9,000 people. 
Witnesses appearing before this committee wearing rose colored glasses 
cannot dispute these cold facts. When a community loses almost 50 
percent of its prewar population, something is drastically wrong and 
certainly no one can argue that this type of community is not in need 
of assistance. Speaking for my hometown, I can say that every effort 
has been made to help ourselves. Unemployed coal miners and others 
who could not afford it, have contributed to an industrial fund to 
induce private industry to locate, however, we need many things to 
attract industry that our local people are not able to provide. That 
is the real reason why Congress must recognize its responsibility and 
aid these areas suffering from chronic unemployment. 

The last 12 to 15 years we have been successful in attracting and 
developing 12,000 to 15,000 manufacturing jobs. Coal mining jobs 
have declined at a much greater rate, however. So many of our 
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miners who lost jobs are 40 years of age or over. New manufacturing 
concerns are reluctant to employ men in that age bracket when there 
isa large labor surplus of younger men. When an ex-coal or fluorspar 
miner is unemployed raat | is 40 to 55 years of age, he faces a long 
uncertain wait until his social security benefits are available. 
Ofttimes his skills acquired in the coal mines are not transferable 
to manufacturing operations. Generally, he started working in the 
mines at an early age and terminated his education before he developed 
any special talents or skills that industry wants. I have many close 
friends and neighbors in my district who are caught in exactly the 
predicament I describe. 

I firmly believe the passage of an area redevelopment bill will in 
time provide badly needed facilities to attract and develop more 
industrial jobs. 

I would like to discount some of the arguments made by the oppon- 
ents of this type legislation when they argue that it wold mean tak- 
ing jobs away from one section and giving them to another. I, of 
course, cannot speak for the entire United States, but from past ex- 
perience in locating industry in southern Illinois, this has definitely 
not been the case. ‘each lant we have been able to locate in our area 
has been an expansion of facilities for a manufacturer or has been a 
new venture entirely. We have the Norge plant of Borg Warner 
Corp., the Allen Oe and Banpamo Electric Co. All of these 
were expansion programs and did not displace one worker in any 
other section of the country. Local funds for building buildings 
and making improvements were needed as an inducement for these 
companies to expand and locate in southern Illinois. Here is where 
Federal assistance can be very helpful because local money is not 
available to do an adequate job. 

In closing, Mr. Chairman, let me impress upon this committee the 
urgent need for reporting out a strong bill to the floor of the House 
without further delay in order to help alleviate some of the conditions 
I have pointed out that now exist in southern Illinois and other areas 
of our great country. It is a very distressing situation when good 
American citizens must say goodbye to their friends and loved ones 
and move away to find work elsewhere, especially when this Govern- 
ment is providing loans and grants to foreign countries every day. 

I again want to personally thank all of the distinguished members 
of this committee for hearing me and I have great confidence that 
you will give us a good bill. 

Mr. Parman. Thank you, Congressman Gray. 

Our next witness is the Honorable Ed Edmondson, of the Second 
District of Oklahoma. 

Congressman Edmondson, we are glad to have you. You may pro- 
ceed in your own way, with permission to revise and extend your 
remarks and include therein any germaine material. 


STATEMENT OF HON. ED EDMONDSON, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Epmonpson. Thank you, Mr. Chairman. 

I appreciate the opportunity to appear before this committee and 
to say a word or two with regard to a piece of legislation that I be- 
lieve deserves the very highest priority in the Congress. 
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When you look at the unemployment statistics of the country, when 
ou see 4,700,000 unemployed, and when you read that that is a mil- 
ion above the average for the last 5 or 6 years, at this time, when you 

read the statistics on dispersal of surplus commodities, and when you 
see, in a State like Oklahoma, approximately 23 out of the 77 coun- 
ties so depressed that over 15 percent of the people in those 23 coun- 
ties are receiving surplus food and subsisting upon it, many of them, 
and nothing else, there is every reason to classify this as high- 
priority legislation. 

The only criticism I have of the bill is this: That I don’t think the 
bill that is receiving most of the consideration provides enough to 
meet the problem that we have in this country, and to meet the problem 
effectively and adequately. But I realize the limitations under which 
this committee is working and I realize we have to have a bill signed 
into law in order to become a part of the Government’s operations to- 
day, and I know that the committee faces that problem. 

[ would like to direct your attention to only one thing in connection 
with this legislation. When we had it on the floor in the last Congress, 
we had a lot of difficulty getting rural support for it. Country district 
Congressmen were reluctant to go along with this bill because the 
benefits to rural areas were difficult to be sure about, insofar as individ- 
ual districts were concerned. 

I think that there is needed some more specific yardstick, some more 
specific standard, under which a person can look at the district and be 
pretty sure, without any doubt about the fact that his district is going 
to have some counties that will be able to qualify for help under the 
rural development section, and the bill which I have introduced and 
which is before this committee, H.R. 3622, contains a suggestion along 
this line, which is the suggestion that a rural development area should 
include any rural area in which the Administrator determines that 12 
percent or more of the population has been receiving public assistance 
payments from the State in which such area is iomted. 

If I were rewriting that at this time, I would change the language a 
little bit to make it read “has been receiving Federal or State public 
assistance payments in the State in which such area is located,” because 
it has been called to my attention that there are some aid programs, 
including aid programs to the Indian people, that do not proceed 
directly from the State, but go directly from Federal agencies, and 
those figures should be added in to determine the 12 percent. 

Now, I don’t say that the 12-percent figure is the ideal figure. The 
12-percent figure was used because that was a starting point on your 
unemployment statistics in your urban areas, but I do say that some 
standard like that is needed to make it possible to broaden the rural 
aspect of this program and to make it possible for Congressmen from 
rural areas to look at this bill and to look at the diagrams and maps 
which will illustrate its effect, and to see the effect in their districts, 
and the potential in their districts, from the standpoint of rural popu- 
lation and rural help. 

And to show you what the effect of it was in Oklahoma, it was esti- 
mated during the last Congress that approximately 11 counties in 
Oklahoma would qualify under the standards that were present in the 
hill that was passed in the last Congress. 
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Applying the 12-percent figure would increase that number in the 
State of Oklahoma, according to the 1957-58 statistics supplied by the 
Oklahoma Department of Public Welfare, to 23 counties, and I think 
you could pretty roughly determine that you would have just about a 
100-percent increase in the number of clearly evident qualified coun- 
ties, if some standard such as this were written into the law. 

I would like to submit for the committee’s consideration the chart 
appearing and identified as chart 10 in the Oklahoma Department of 
Public Welfare report for June 30, 1958, to illustrate the effect of this 
program in the State of Oklahoma. 

Mr. Parman. Without objection, that may be received. 

(The chart referred to is as follows :) 








CHART 10.—PERCENT OF OKLAHOMA'S CIVILIAN POPULATION REcEIVING PuBLIc ASSISTANCE BY CounTIiss, 1957-1958 
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Mr. Epmonpson. Mr. Chairman, I have no further statement. 

Mr. Parman. Thank you very much. 

Mr. Mitter. Mr. Chairman. 

Mr. Parman. Mr. Miller. 

Mr. Miter. Prior witnesses have testified as to the need for some 
program, and questioning by the committee has sought to elicit testi- 
mony that we better go along with the administration proposal because 
this is the only kind of bill which we can get signed into law. I 
wonder if you would care to comment on the perplexing problem 
we have got to face, as to whether our criterion must constantly be 
whether we can get it signed into law, or whether we can’t. You 
mentioned in your initial remarks that you felt that possibly the bill 
we are most considering here is a compromise. Are we then to be 
asked to compromise still further until there is nothing left? Would 
you care to comment on that ? 

Mr. Epmonpson. Mr. Chairman, I know that this committee is well 
supplied with parliamentary talent and with people who have this 
situation clear to their fingertips than I do. If I could call signals 
on the thing, I would like to have a try at passing a very liberal bill 
over a veto, and I think we have plenty of time in this session to make 
that effort, and if we fall in that effort, then back up some on what 
the country needs. 

But when I said I know the problem that you face, in wanting to 
get a bill that can be signed into law, I certainly wasn’t running up 
any retreat signals, and don’t want to be interpreted as doing that. 
I would certainly want to try to enact a liberal proposal that 1s ade- 
quate to meet the needs of the country; that contains not only the 
loan features, but also the public facility grant features, which I 
think are needed in this country. 

It is my own opinion that there is an excellent chance of passing 
the more liberal proposal and passing then over a veto. But I sure 
have been wrong before. I was in the last Congress on the mineral 
stabilization bill, and I don’t claim to be any more of an expert than 
anyone on this committee, and I am probably a great deal less of an 
expert than many on this committee. 

Mr. Patman. Mr. Johnson. 

Mr. Jounson. If I read my constitutional obligations correctly, 
some of the obligations of Congress are to levy taxes, provide for 
national defense, and to promote the general welfare. Is that the 
way you read the Constitution ? 

Mr. Epmonpson. Well, I am not certain of the order of those duties, 
but I am sure they are all congressional duties. 

Mr. Jounson. The point I was making is that if one of our obliga- 
tions as Congressmen is to promote the general welfare, isn’t it for 
us to think how we can best promote the public welfare and not just 
what the executive branch feels in that regard? Would you agree? 

Mr. Epmonpson. I think we should exercise independent judgment 
on the question, but there comes a time when you must choose between 
exercising judgment and writing a program. 

Mr. Jounson. I think you Suns outlined a reasonable course of 


action. Calling your attention to a technical question, one of the ques- 
tions this committee will have to consider is how to define an area 
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for redevelopment. It has been suggested to me that possibly the 
administration bill on this one te hy a principle worth our exami- 
nation. That bill names areas where the average annual rate of un- 
employment has been at least 50 percent above the national average 
for the last 5 years, 75 percent above the national average for 3 of 
the preceding 4, and a hundred percent above the national average 
for 2 of the preceding 3. 

The argument that occurred to me was that the clause here would 
continue to operate whether the employment level was high or low, so 
that we could still identify the relatively depressed areas at any time, 
whereas the other bill may be a little too arbitrary in fixing the flat 
numbers like 12 percent. 

Have you given any thought to this technical problem of identifying 
the areas? 

Mr. Epmonpson. I have given it no thought, and I would hesitate 
to express an opinion that would be shooting from the hip on it. I 
would like to study it a little bit. 

Mr. Jounson. We would appreciate having your comments when- 
ever you feel free to make them. 

Mr. Epmonpson. Thank you. 

Mr. Parman. Any other questions? 

If not, thank you very much, Congressman Edmondson. 

Mr. Epmonpson. Thank you, Mr. Chairman. 

Mr. Parman. Congressman Bailey cannot be here this morning, al- 
though he is listed on the agenda. He is presiding over another com- 
mittee. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Battery. Mr. Chairman, members of the committee, for the pur- 
pose of the record, I am Representative Cleveland M. Bailey, of the 
Third West Virginia District. I appear primarily this morning to 
urge your committee to take prompt and favorable action on pending 
legislation to provide: . 

(az) Immediate emergency relief that would bring food to the 
thousands of undernourished and starving residents in some 19 
or 20 of our States that have areas of chronic unemployment. 

(6) The creation of a Federal revolving fund to provide grants 
and loans to agricultural and industrial areas that qualify for 
such grants and loans by reason of being areas of chronic 
unemployment. 

(c) Federal underwriting of long-term bonds to enable mu- 
ait Sina and other taxing bodies to initiate needed public 
works. 

In the field of emergency action, I would like to call your atten- 
tion to legislation introduced by West Virginia’s U.S. Senators to 
provide emergency funds for the purpose of purchasing additional 
food beyond items presently distributed as surplus. If such funds 
are made available for this purpose, I would suggest that this type 
of legislation include a provision which would permit the Marketing 
Division of our Agriculture Department to exchange articles of sur- 
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plus food for other foods that would make possible a better balanced 
diet. 

Your committee, in setting up legislation to provide revolving funds 
for the purpose of rehabilitating these stricken areas, should be suf- 
ficiently adequate to take care of mounting unemployment and, in 
addition, provide a diversity of industries that will stabilize the econ- 
omy of these stricken areas. It might be well at this point to ques- 
tion whether the $100 million revolving fund for distressed agricul- 
tural and industrial areas is adequate to meet the situation. 

Scattered throughout these stricken areas you will find numerous 
municipalities and county governments that are sorely in need of 
public improvements in health, sanitary, and recreational conditions 
presently beyond the ability of these local governmental units to 
provide. 

My State of West Virginia presently has the largest percent of 
its labor force unemployed. The situation is indeed tragic. I do 
not care to belabor the committee with scores of incidents. Just one 
illustration will serve to alert the committee to the serious situation. 
This is a report by the West Virginia Department of Veterans’ Af- 
fairs. Some years ago, my State voted a bonus for Korean war 
veterans. The report shows 41 percent of the checks in payment of 
this bonus are being mailed to recipients outside of the State of West 
Virginia. Our young people have been forced to leave their native 
State in an effort to find employment. It is estimated that West 
Virginia has lost 100,000 of its population as shown by the 1950 
census. 

Prompt approval by your committee and favorable action by the 
Congress would make it possible to provide jobs for these unfortunate 
people so that they could return to their native State. No one will 
question the right of these people to have job opportunities at home. 
These payrolls will stabilize the economy of a State that has been 
made a guinea pig and a pincushion for a lot of harmful Federal 
legislation injurious to West Virginia. 

A compact and fighting group of Members of Congress has been 
organized to assist your committee in passing whatever type of legis- 
lation your committee, in its judgment, sees fit to approve. We sin- 
cerely hope there will be no delay. The need is great. The time for 
action is long past due. 


AREA REDEVELOPMENT ACT 


STATEMENT OF HON. LOUIS C. RABAUT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Rapavtr. Mr. Chairman, it is an honor to appear before this 
distinguished committee in favor of area redevelopment legislation, 
and it is most heartening to me that you are holding hearings on 
this vital subject early in the session. 

Congress must pass in this session legislation to aid depressed areas. 
The city which I represent—one of the great industrial centers of the 
country— has suffered from excessive unemployment for more than 
3 years now. During the past year, at least 1 out of every 12 persons 
in Detroit was unemployed, and during some months in the last year, 
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unemployment had reached almost 20 percent of the total labor force 
in the city. 

Detroit is only one of more than a score major labor areas in the 
country and more than a hundred smaller areas which have been 
subject to chronic unemployment. 

Almost a quarter of a century ago, we accepted a national policy 
that unemployment is not a local problem but a national one. This 
was the philosophy underlying the Social Security Act sponsored by 
the great late President, Franklin D. Roosevelt. 

It is a sad fact that even during years of prosperity, there were 
dozens of communities in the United States where chronic unemploy- 
ment persisted, despite the fact that the Nation was enjoying expand- 
ing prosperity and economic growth. 

I believe it was most unfortunate that the President vetoed similar 
legislation as the committee is now considering. We could have started 
a positive program to alleviate unemployment in depressed areas 6 
monthsago. ‘This would have presented an important weapon in fight- 
ing the serious unemployment problem which has been plaguing the 
Nation despite noticeable economic improvements in recent months. 
The major problem before this Nation on the domestic front right now 
is not inflation, but unemployment. Congress cannot ignore this prob- 
lem, even if the administration fails to offer a positive program to 
combat unemployment. 

This legislation has bipartisan sponsorship and should be above 
political squabbles. I am sure that nobody on this committee or in 
Congress would want to make a political football out of the misery of 
millions of Americans who are subjected to unemployment, depriva- 
tion, and want. But I was shocked when I read the other day that the 
Under Secretary of Commerce testified before the similar committee 
in the other body in which he stated that the people of Detroit should 
not be eligible for assistance under the area redevelopment program. 
The 200,000 unemployed in Detroit are just as hungry as the unem- 
ployed elsewhere. Reducing the problem of unemployment through 
obfuscation and distortion of statistics is not going to solve the needs 
of the unemployed in Detroit or feed their children. 

The problem of the chronic unemployment in Detroit is not just a 
local problem. Itis one of concern to the Nation. When the challenge 
to the Nation is to increase production to face the menace of imperialist 
communism, we cannot afford to have the resources—human and — 
ical—of this great industrial center of the country lie idly by. I urge 
you to consider favorably the Douglas-Spence bill and to report it for 
House consideration. 

The Nation needs this legislation. 


STATEMENT OF HON. A. S. J. CARNAHAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 


Mr. Carnanan. Mr. Chairman and members of the committee, I 
appreciate the opportunity to appear before you, and as one of the 
cosponsors of area redevelopment legislation introduced by Fr. Flood 
and Senator Douglas, having on February 3, 1959, introduced H.R. 
3966, I wholeheartedly favor the enactment of this legislation. As we 
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debated a similar measure on the floor of the House last August, I had 
hoped that we were finally going to bring long overdue relief to the 
many citizens in America’s own underdeveloped regions. The Pres- 
ident’s pocket veto has forced us to consider this legislation again 
and postponed the solution to this urgent problem. ‘The bill passed 
in the 85th Congress in my opinion was a very good bill. The legis- 
lation being currently considered by Mr. Flood and others has been 
strengthened and made a better bill. 

The need for an effective program of Federal assistance to areas 
suffering from substantial and persistent unemployment and under- 
employment is clearly denied. The whole Nation suffers economic 
waste so long as we have substantial labor surplus areas throughout 
the country. Not only is the Federal Government losing great poten- 
tials from individuals and businesses in such areas, but in addition has 
added costs through payment of unemployment compensation and 
welfare aid. We cannot overlook the human suffering and hardships 
attendant to unemployment—the weakening of morale of the indi- 
vidual—and consequently the undermining effect to a Nation that 
must remain strong in the interest of national security. 

There are an estimated 300 major and smaller substantial labor 
surplus areas spread throughout the States today. In my own con- 
stituency I have seen at firsthand what chronic unemployment can 
do to the economic health of a labor market. The Flat River-De Soto- 
Festus labor market in Missouri, with more than 12 percent of its 
labor force unemployed for some months, has been classified as a sub- 
stantial labor surplus area by the Labor Department since January 
1958, 

I am firmly committed to the conviction that the Federal Govern- 
ment has a continuing responsibility to utilize its resources to establish 
conditions which would promote maximum employment, production, 
and purchasing power * srnuoae node the United States—this being a 
philosophy expressed in the Employment Act of 1946. 

I have been working to aid the plight of the unemployed in the 
— Congressional District of Missouri, the district I have the honor 
of representing. Much of my district should qualify as rural rede- 
velopment areas—or areas in which there exists a large number and 
percentage of low-income farm families which has resulted in a condi- 
tion of substantial and persistent unemployment or underemployment 
over a period of years. Thus, I have a very vital interest in this legis- 
lation which I believe will materially help in offsetting the unemploy- 
ment situation in my district and other depressed areas throughout the 
country. Without Federal help there is a wasting away in these areas 
of local economic resources. Communities having a considerable in- 
vestment in social capital, including roads, schools, hospitals, and 
municipal facilities of all kinds suffer a loss, and the longer the delay 
in providing an effective program to assist areas suffering from per- 
sistent economic depression—the greater the loss. 

Many of the distressed areas throughout the country do not have the 
financial resources to initiate development programs to end their eco- 
nomic plight on their own. This legislation provides them with the 
financial assistance and guidance necessary he area redevelopment. 


I would stress that this legislation call for only a very modest appropri- 
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ation; only a small percentage of the amounts we have distributed to 
underdeveloped areas around the world. This measure is designed 
to benefit our own people—our neighbors and friends, and our Nation. 
Such a program is insurance in the future of America that will pay 
rich dividends by aiding in the growth and prosperity of our great 
Nation. I trust that this bipartisan legislation will receive the support 
of an overwhelming majority of the Members of the Congress and ur, 
rompt and favorable action on this long overdue much-needed legis- 
ation. 
Mr. Patman. Without objection, we will stand in recess until 10 
o’clock tomorrow morning. 
(Whereupon, at 11:27 a.m., the subcommittee recessed, to recon- 
vene at 10 a.m., Wednesday, March 11, 1959.) 
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WEDNESDAY, MARCH 11, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Suscommirtete No. 3 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Wright Patman, chairman of the subcommittee, aco, 3 

Present: Messrs. Patman, Burke, Miller, Johnson, Kilburn, and 
Bass. 

Mr. Parman. The committee will come to order. 

We have as our witness this morning Mayor Arthur Gardner, of 
Erie, Pa., representing the U.S. Conference of Mayors. 

Will you come around, Mr. Mayor, please? 

We are delighted to have you, sir, and you may proceed in your 
own way. Do you havea prepared statement? 

Mayor Garpner. Yes, sir; 1 do. 

Mr. Parman. Very well. Would you like to file it for the record, 
or would you like to read it ? 

Mayor Garpner. I would like to go through it, sir. 

Mr. Parman. That will be perfectly all right. You may proceed, 
sir. 


STATEMENT OF HON. ARTHUR J. GARDNER, MAYOR OF THE CITY 
OF ERIE, PA., ON BEHALF OF THE U.S. CONFERENCE OF MAYORS 


Mayor Garpner. Mr. Chairman and members of the committee, my 
name is Arthur J. Gardner. I am mayor of Erie, Pa., a city with a 
peers of 145,000, by latest estimate. Erie is located in the Erie 

ounty labor market, which has a population of 250,000, estimated. 

I have been mayor of Erie for 4 years and 3 months. Prior to that 
time, I was a small businessman, engaged in real estate and insurance. 
I also served as a member of the faculty at Gannon College in Erie, 
teaching in business administration and economics. My thesis for a 
masters degree at Western Reserve University in Cleveland dealt 
with Erie’s industria] potential as it relates to existing labor skills. 

The City Council of the city of Erie has authorized my appearance 
before your committee. The city council has given its unanimous 
agreement to the purposes and intents of the bills under considera- 
tion. In addition to the assignment by my own council, I am pleased 
to have your invitation to appear here today on behalf of the U.S. 
Conference of Mayors. We thank you for this opportunity. 
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Mr. Chairman, at this time I request that the area redevelopment 
resolution adopted at the 1958 Annual Conference of the U.S. Confer- 
ence of Mayors meeting in Miami Beach, Fla., last September, be 
printed at this point in my remarks. 


AREA REDEVELOPMENT 
Whereas certain communities suffer chronic underemployment and perisistent 
economic ill health, 


Whereas in many instances the older core city suffers from such distress even 
though the labor market area in which it is located is not depressed, 


Whereas these communities require outside assistance in their efforts to 
regain economic health, 


Whereas it is in the national interest to provide assistance in the eradication 
of economic blight, and 


Whereas the Congress recently approved a modest program of assistance to 
depressed areas which was vetoed by the President on September 6 this year: 
Now, therefore, be it 

Resolved by the U.S. Conference of Mayors: 


1. That the Congress be, and it is hereby, urged to enact legislation providing 
for assistance to economically depressed areas, and 


2. That the President be, and is hereby, urged to reconsider his position in 
opposition to such legislation and to support its enactment. 

Mr. Chairman, Mayor Richardson Dilworth, of Philadelphia, was 

lanning to appear here today in support of Mr. Spence’s bill and 

r. Flood’s bill; however, he has sent word that the pressing business 
of his city has prevented his coming to Washington today. He has 
sent a prepared statement, which F inderiotatl has been presented 
to the members of your staff. I request that the statement of Mr. 
Richardson Dilworth, a member of the advisory board of the con- 
— of mayors, be printed in the record following my remarks 
today. 

Mr. Patman. That may be done. 

Mayor Garpner. Thank you. 

The intent of my comments is to endorse these area economic rede- 
velopment bills, HR. 3505, introduced by Congressman Spence, and 
H.R. 3466, introduced by Congressman Flood. 

These bills would have a salutary impact on existing Erie and Erie 
County programs that relate to the development and expansion of 
our economy. 

As these programs are outlined, you will conclude, I hope, that this 
is not a blind endorsement. 

You will also recognize that this it not a grasping for new Federal 
largesse for its own sake. For we do have mature and effective plans 
and programs within which these funds can be utilized. 

An attitude of self-help prevailed among the leaders of my town 
for some time prior to the nationwide recession of 1958. This legis- 
lation would help us improve and enlarge the economic recovery 
measures already underway. be 

The Erie County labor market reflects a persistent condition of un- 
employment that goes beyond the boundaries of the current recession. 

The problem of a chronically distressed area, using the Erie area 


as the example, is not new. Nor did the problem develop suddenly. 
However, the recession, which continues in the Erie area, has made 
the problems more acute. aor 
Erie, historically, has had a broad diversity of industry and skills. 
However, as the name “Pennsylvania” seems to insinuate to some 
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people, Erie is not related to the coal-mining regions. Thus, ours is 
not the story of Scranton-Wilkes-Barre or Johnstown-Altoona- 
Uniontown, where chronic unemployment is the result of coal deple- 
>t pg mechanization, reductions in railroad carloadings and so 
forth. 

Erie, by contrast, has no extraction industry of any consequence; 
but there is a certain new oil potential that may develop with the 
improvement of deep well drilling techniques, and offshore drilling 
in Lake Erie. 

Thus, for its basic wealth-producing activity, Erie relies on agri- 
culture and manufacturing. 

Over the past 9 years, farm and farm-related employment—largely 
in fruits, truck farming, potato farming, and dairying—has remained 
stable in Erie County. Farm employment has dropped, actually, 
from an average of 4,000 persons in 1950 to an average of 3,700 per- 
sons during 1958. Meanwhile, however, food processing has in- 
creased during the same 9-year period from an average of 1,700 per- 
sons to an average of 2,000 persons, theoretically absorbing the 300 
loss in farmworkers. I don’t mean to imply this farming picture is 
satisfactory. It just is not as bad as the rest of the picture. 

With further development of the port of Erie, this food-processing 
industry should grow. We anticipate an expanded market for our 
highly desirable fruit products, to be reached through the St. Law- 
rence Seaway and through the Great Lakes also. Weare placing new 
cargo facilities at the port to solve this and similar marketing 
problems. 

Manufacturingwise, more than 75 percent of the Erie County prod- 
uct is in durable goods. We work primarily with metals; to a otal 
extent, we manufacture paper, plastics, and rubber products. 

The charts on the following page set forth clearly the figures as to 
the employment situation in the Erie labor market area and the rela- 
tion between unemployment in the Erie area and the State of 
Pennsylvania. 

Chart No. I shows the trend of unemployment for Erie County 
during the 9 years from 1950 through 1958. 

The civilian labor force for Erie County during 1950 averaged out 
to 96,900. The unemployment average figure For 1950 was 3,900 
persons, or 4 percent. For 1954, the average figure was 8,500 per- 
sons, or 8.8 percent. For 1958, it was 14,000 persons, or 13.2 percent. 

Now, I want to refer to chart II. The reason for chart IT is to 
show you, every other month, the comparisons as to employment with 
the total labor force, showing the percentage of that particular figure, 
to indicate that under the particular bill under consideration by the 
House, that we qualify in almost every measure you might mention in 
terms of unemployment, like the 12 8 ging for a 12-month period, 
and 9 percent or an 18-month period, and so forth. The only one 
we don’t qualify in at the present time is 15 percent over the 6-month 


period immediately prior to consideration. But with our present 
average of 16.9 percent unemployed, and with what we had in Janu- 
ary and in December, it looks like we might have that average by 
the time the committee would take any action. 

About July of 1954 General Electric’s Refrigerator Division moved 
from Erie to Louisville, Ky. Six years earlier, during 1948, General 
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Electric had employed 18,000 persons in its plant in Lawrence Park, 
adjacent to Erie. Today, with a realinement of its manufacturing 
procedures, this firm employs only 5,500 persons. 

The Bureau of Employment Security reports that not all this de- 
crease—some 12,500 jobs—can be attributed to the transfer of GE’s 
Refrigerator Division. General Electric’s Locomotive and Car 
Equipment Division, and its D.C. Motors Division—both of which 
employ a large proportion of highly skilled workers—have been off 
due to a curtailment of purchases of this type of equipment during 
the recession. 

Above and beyond that, at least six of our solid employers have 
been absorbed by other companies. While the plants remain, the 
Bureau of Employment Security reports a significant loss in office 
and management personnel positions at these factories. 

The Erie labor market has exceeded the national unemployment 

‘rate during the current recession. Of a work force of 100,000 per- 
sons, we had 16,900 out of work during January of this year. Here 
is the most recent January-to-January comparison : 








{In percent} 
| Nation | Local 
Od fae ee a oe eieet badd otas ee See een ne ee Te 5.0 12.2 
Le a ees RE REAL TS Le PE OS LEME T 5.0 14.0 
NN Shhh od cand ackoncndduwbidadceschdmeiancdnbouesbennandceuwes 7.0 16.9 








Nonmanufacturing employment in Erie has experienced an almost 
constant increase during the years from 1950 through 1958, The 
total average employment in all nonmanufacturing industries is as 
follows: 











eR EE A hee Sree Seen 36, 900 
each lee teniticnncieniiakis My ELT HR nnnancat meneee ssp ested 38, 200 
1952 eg N hacs bath cordcepgnadicortschteniomteneretntiion 38, 900 
| == = -_ sige ES IO civic cerprmmanenntlitriitcaie: 39, 900 
1954 37, 100 


The net increase in all nonmanufacturing industries is 3,500 jobs. 

But in basic, wealth-producing occupations—in factory jobs—the 
Erie picture shows a startling decrease. We have had a most serious 
dropoff in factory employment since the early 1950’s, as follows: 











AE devia: Ticats co Tied Sie Rie dat ER Re ce fe oe EE ee Se, SEE 39, 400 
eS Se call Moe ag REE ESSE SELLS TA SET 43, 100 
1952 en is dm nE RETTEES SESE Ee ear BY WP LOWS 41, 800 
1953_--- CTI a aig iii pti a teeniotins 35, 000 
1954 aR 40, 100 





The net decrease in manufacturing employment from 1950 to 1958 
is 9,700 jobs. The decrease from the high point, reached in 1951, is 
13,400 jobs. 

Erie would hope to reverse this trend, and to create new industrial 
job opportunities, on the basis of these factors: 

Its natural and contrived resources; its proximity, or ease of access, 
to markets and potential markets; and, third, by discovering or devel- 
oping our own, distinctive resources. 

We visualize Erie, for example, as having an exceptional advantage 
for becoming a major shipping center. Its location on the Great Lakes 





mo 
Go 

] 
Cor 
Cor 
dus 

7 
dus 
put 
cat: 
site 
Per 

€ 
mu 
ana 

T 
ind 
tair 








AREA REDEVELOPMENT ACT 225 


makes it one of the Nation’s closest ports to foreign markets. It drains 
a vast, lush hinterland, extending to Pittsburgh and beyond. As we 
develop package freight facilities at the port of Erie, we are, concur- 
rently, pressing State and Federal roadbuilders for swiftest possible 
completion of limited access highways, southward and southeastward. 
Two such highways are approved. When completed, they will serve 
to channel valuable new business into the port. 

At the same time, experience shows that the same highways will 
generate new eee industry along their routes to take ad- 
vantage of the highway; and, in this case, there will be the added ad- 
vantage of Erie’s expanded facilities for accommodating lakes ship- 
ments, 

The port of Erie, until recently, has been used exclusively for bulk 
shipments, mostly iron ore, coal and pulpwood. We have only had a 
minor part of the coal and iron ore business, largely because the ports 
at Ashtabula, Ohio, and Conneaut, Ohio, have direct railroad links 
with the Pittsburgh region; Erie is reached via a dog leg. 

Four years ago, the Erie City Council ordered a complete survey of 
Erie’s port potential. Based on this survey, we have created a Port 
Commission. The Commission has completed basic facilities for the 
handling of package freight. Business for the port is coming in and 
we have a full-time director whose chief function is to induce new 
business, and an administrator who supervises the physical develop- 
ment of the port. 

The Port Commission staff has been meeting with modest but grati- 
fying success. The State of Pennsylvania and the U.S. Army Engi- 
neers have shared in this development with the city and county gov- 
ernents. 

The next phase of port development will be a further refinement in 
freight handling facilities, the construction of access highways and 
the creation of new industrial land, at portside, by filling in water 
lots. 

In the port project, alone, we anticipate heavy expenditures during 
the next several years. We are ready with the plans. Our rate of 
expansion is limited by the availability of funds. We simply cannot 
move as fast as we should without substantial help from the Federal 
Government, such as this bill offers. 

In 1956, the Greater Erie Chamber of Commerce formed the Erie 
County Industrial Development Council. Our two cities—Erie and 
Corrv—-16 boroughs and 22 townships banded together to push in- 
dustrial expansion in Erie County. 

Through this organization numerous communities have formed in- 
dustrial development committees and corporations through which 
pubic donations and subscriptions have been made to assist the lo- 
cation of new industry. These funds are used to purchase industrial 
sites and to provide buildings for industry in cooperation with the 
Pennsylvania Industrial Development Authority. 

Comprehensive surveys have been produced on many of the com- 
munities and areas in Erie County providing accurate and detailed 
analysis of their industrial potential and opportunities, 

The Erie County Industrial Development Council also assists local 
industries in their expansion problems and provides assistance in ob- 
taining Government contracts and loans from the Government. 
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Also, in 1956, the Greater Erie Industrial Development Corp., was 
formed as a Pennsylvania corporation to develop, promote and sell 
the Erie Industria] Park of 225 acres. In order to purchase this 
property and to have funds to install sewers, streets, and to promote 
the property, an industrial fund drive was held in 1956 for $700,000. 
Bonds were sold to Erie residents and are payable in 10 years with 
21% percent interest. 

‘the Erie Industrial Park land cost the corporation $324,885. Clear- 
ing, grading, sanitary sewers and street paving cost the corporation 
over $100,000. The city of Erie installed storm sewers, water lines 
and is in the process of paving the city streets that border the indus- 
trial park. 

This park of 225 acres has been divided into five areas to be de- 
veloped, with the first area now completely developed. When the en- 
tire area is developed, it. will have a development cost of over $114 
million. 

A shell building of 20,000 square feet has been built by the corpora- 
tion and is now ready for sale or lease. Three parcels of land have 
been sold to local city firms with construction of their buildings to 
be completed this year. 

Advertising in the Nation’s newspapers and periodicals, news stories 
and photos in some publications, folders, flyers, letters, and hundreds 
of personal calls on the Nation’s industries is part of the program of 
the Erie Industrial Park to obtain new industry to provide new jobs 
and payrolls. 

Under urban redevelopment, we are nearing the construction stage in 
revitalizing our most seriously blighted area, eight squares contiguous 
to the main business district. Erie has developed its technical train- 
ing facilities to a high degree. It is one of a few cities in Pennsyl- 
vania where there are full-scale high school courses in auto mechanics, 
metalworking, carpentry and cabinetmaking, printing, masonry and 
so forth. These facilities are made available for retraining of adults 
during the evenings. Thus, Erie can develop new skills, upon request, 
for many types of industry. Pennsylvania, additionally, offers 78—A 
funds for tuition and subsistence for persons who are acquiring new 
skills in full-time courses. 

Last fall, a Citizens Actions Committee was formed in Erie. It was 
activated by Erie’s downtown merchants. Incidentally, this is a 
broad-base committee, consisting of bankers, the head of our local 
newspaper, the heads of our largest industries and commercial develop- 
ments, and then it hits the core of the chamber, it hits the core of the 

,olitical situation, so that it is a broad-base committee, giving an idea 
of all the problems of the whole community. And it stands as another 
excellent example of the kind of self-help our citizens are engaging in. 
Individuals and concerns are contributing $50,000 toward a complete 
survey of the downtown area for revitalizing the downtown shopping 
district, and for inducing new factory payrolls into the city. The city 
and country governments are adding $25,000 each to this fund. 

What I have tried to show here today is that the citizens of Erie are 
aware of their economic plight. 

To the limits of our abilities and resources, we have laid our plans 
and tried to pull ourselves out of trouble by our bootstraps. Doubt- 
less, we have, through these activities, staved off a far worse unem- 
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pleyment problem. As we proceed with these programs, we will add 
to Ren as wisdom and conditions dictate. 


Thus, we do not come before the Congress asking you to wave a 
magic wand to solve our problem for us. 


jut we do respectfully submit, within the context of the things we 


already are doing. that this legislation will add measurably to our 
efforts. 


ing 


Particularly, it will cp accelerate the port program and certain 
phases of the industria] development programs that already are in 
existence. We recognize that these funds, for industrial development 


cannot be used to relocate industries from another part of the United 


States into Erie. But the American economy is expanding and in- 
evitably will expand further. Knowing this, we would expect to 
derive new industry in two ways. 
1. By firms building branch plants in Erie to service particular 
markets, and 
2. By the development of new products, and the expanding of exist- 
plants in keeping with Erie’s ever-improving facilities, with par- 
ticular emphasis on the port and the St. Lawrence Seaway. 
This legislation will help Erie and Erie County accelerate the efforts 


‘ already being put forth. 


We urge the members of this committee and the Congress to act 
favorably on this bill. 

It is the firm belief of the Erie City Council, and the U.S. Confer- 
ence of Mayors, that this legislation is sound and that it will prove 
useful. 

It will help us help ourselves. Thank you. 

Mr. Patman. Thank you, sir. 

I would like to ask you one or two questions, and possibly other 


‘members of the committee would like to ask a few questions. 


First, you are testifying on the bill introduced by Mr. Spence; is 
that correct ¢ 

Mayor Garpner. I am testifying on the part of the two bills, Mr. 
Spence’s bill and Mr. Flood’s bill. 

Mr. Parman. Now the Spence and Flood bills provide for Federal 
participation up to 65 percent, whereas the administration bill pro- 
vides for 35 percent participation. Do you believe 35 percent is sufti- 
cient Federal] participation ¢ 

Mayor GarpneEr. No, sir, I don’t. I think 65 percent is more within 
reason. 

Mr. Parman. Do you think that should be a minimum, 65 percent ? 

Mayor Garpnrr. Yes, sir, I do. 

_ Mr. Patman. On page 7 of your testimony you stated that in 1956 
the Greater Erie Industrial Development Corporation sold bonds, 10- 
year bonds, at 214 percent. What would you have to pay in the way 
of interest on similar bonds now? 

Mayor Garpnrr. Do you mean locally ¢ 

Mr. Parman. Yes, sir. 

_ Mayor Garpnrr. The only thing I could tell you is that on these 
articular bonds we established the rate by frequent meetings, and 
that we decided that 21% percent was a fair rate at that time. What 
ade it attractive was not the interest rate. 

Mr, Patman. It was civic pride. 
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Mayor Garpner. That is right. Somebody wanted to do something , 
for the community. = 

Mr. Parman. Yes. At any rate, that won’t be comparable to com. PT® 
mercial rates? BF 

Mayor Garpner. That is right. 

Mr. Patman. Would you like to ask any questions, Mr. Bass ? — 

Mr. Bass. I have no questions. gen 

Mr. Patman. Mr. Miller. mn 


Mr. Miuier. Mr. Chairman, I have a few questions. 
Mr. Mayor, I have listened to your testimony with a great deal of | “ve 
interest, and I wonder, because of the fact that there are some areas) 7.” 





of the country which have had no experience with the terrible cyclical a 
problem that you are faced with, as well as many other communities, vik 
if for the record you would care to comment on the severity of the| an 
present situation as compared, we will say, with 1929 or 1932, or any | thi 3 
other historical period you would like to compare it with. ) thin 

Mayor Garpner. Well, specifically, I might state it this way: that| oon 


from 1929 to 1932, Erie, Pa., did not suffer like a lot of other commi-| 
nities throughout the Nation. The reason for that was because of the} M 
diversity of the industry. It seemed that when one was down there 
was another picking up. What happened in the meantime is that one; 
of our local industries, the largest, grew to a tremendous extent, and as : 
a result of it, at one time, the total—back in 1943 and 1944, almost 50} 
percent of our total employment in the community was in that one} 
industry, which was an unhealthy condition. 

As a result, when this one industry went down, we suffered chron- 
ically. As a result of it, right now, if you will investigate, you will] PFs 
find that our particular percentage of employment is worse than it was 
in 1929 to 1932. 

Mr. Mitirr. Thank you very much for your answer to that question, It st 





because we in Congress, in all of the congressional districts, are going) ie 
to have to make up our mind on these bills before us, and it is useful’ he ' 
to have this information when we come to consider the problem. o 
Another question: I notice that in the report issued by the admin- . 
istration for February 1959 we are given the information that Erie, “0” 
Pa., is in the doubtful category as to the severity of its unemploy-| U2de 
delay 
ment. M; 


Now, I have attended to your testimony, which has indicated that it 
meets the criteria under any of the bills before us. I wonder if you 8@2! 
could give us any idea as to why the Erie area is listed as doubtful M: 
for coverage under the administration bill? 

Mayor Reiene: I couldn’t tell you. I don’t know what would bk 
in their minds as to why they would say that. All they would hav 
to do would be to be available in Erie, and find out what is happening) 
in terms of people who are waiting outside of my office every day 
asking for jobs, and the acuteness on the part of the problem facing 
personnel managers throughout the city, in stating the situation to me 
T don’t know why they would say it was doubtful, because our imme 
diate future I would consider is actually very poor. 
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As a matter of fact, I have a direct statement here in my briefcas condi 
that came from the Bureau of Industrial Security, in which t 
statistician makes that statement, that our outlook at the present ti 
is poor, and not in the category of being doubtful. 
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Mr. Miter. This is a report from the Bureau of Employment Se- 
Mg | curity of the U.S. Department of Labor. Perhaps you might want to 
resent evidence to them which would alter the conclusion they drew 


m- —intheir February report. 

I have another question for you. I don’t know whether you have a 
copy of this bill before you, H.R. 3505, but on page 5 of that bill, do 
you think the criterion ‘used there in section 5(a) for the establish- 
ment of an industrial redevelopment area is satisfactory ? 

In other words, is it sufficiently flexible, in your mind? 

Mayor Garpner. | hate to comment on that, sir, for this reason: I 
of) know the problems of my community, and I am close to them. As 
nal far as I am concerned, the criteria are acceptable when compared to 
a the acuteness of the situation in my own community, but as far as the 

’ 


th problems of other communities are concerned, I can’t very will make 

| a statement concerning it, and I might be doing harm if I said some- 
MY! thing to the effect that maybe these percentages and numbers of 
hat | months are wrong, and I would rather say that as far as I am con- 
4) cerned, for my own community, these criteria are all right, and let it 


tho| go at that. 

ae Mr. Miter. In the same bill we have a pres ision that a new agency 
ae, will administer the provisions of this bill. The administr: ation bill, 
las, OF the other hand, proposes to place it under the Commerce Depart- 


50} ment. ee 

I wonder if you would care to comment as to where the administra- 
tion of this bill’s provisions should rest ? 

Mayor Garpner. It is my personal opinion that the impetus of any 
program such as this would be in terms of putting it with somebody 
whom you know would take an active part. It is so acute that it 
shouldn’t be an additional duty added to some already existing agency. 
ion, It should be a duty, specific in nature, which that agency has to solve 
ino, With no other problems. Because, unless this particular thing is at- 
fal tacked in a hurry, we might continue for another 12 or 18 months in 

the same situation. 
And don’t forget, even if we begin tomorrow, it is going to take a 
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nin-| 
ie long time before the effects are felt in our communities. To put it 
loy.| Under an existing type of organization, I think, would be actually 





delaying the recovery. 

tit, Mr. Minter. W ould you amplify what you mean by an existing or- 

you ganization ¢ : 

ify) .. Mayor Garpner. What I am driving at is this: The Department of 

Commerce, for instance; if this is a duty in addition to all the other 

1 be duties that they have. If they appointed an Administrator, and he 

nave, bas these specific duties, I think you would get a lot more action. 

ning) Mr. Murr. I don’t mean to put you on the spot, but do you have 

day Any gener al conclusions as to the relative merits of the administration 

cing bill and the bill H.R. 3505, introduced by Chairman Spence and Mr. 

me Flood? Gate 

vme 4- Mayor Garpner. No, sir. Frankly, I went through the bills and 

: made footnotes on every bill, and to me the bill that seemed to meet the 

cag, Conditions in a way to solve the problem, I thought, was H.R. 3505, 

‘hei? 2nd that is the one I concentrated on in preparing my testimony. 

tim Mr. Mirier. You see, many of us in Congress are being told that in 
| order to get effective action we have got to ‘produce a compromise bill 


{ 
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that will be signed by the President. But there are some of us who 
believe that we can compromise up to a point, and then we may as well | 
not have any bill at all. And-it isa perplexing problem for us to de- 
cide at what point we must stand fast on the bill we believe in, and 
how far we have got to go in compromising in order to get a bill, 
This is something on which we seek advice from all of our witnesses 
to guide our conduct. 


Mayor Garpner. Well, maybe this would help you: It is my belief 


that if you are speaking in terms of a compromise in relation to monoy 
available, I think that what this bill provides is a minimum program; - 
that is, the Spence bill. 

Mr. Miter. That is very useful testimony, and will be of great help 
to us in assisting us to formulate our views. 

Now one other question with respect to H.R. 3505. 

On page 10 of the bill, lines 19 through 23, there is a requirement 
that the locality must put up 10 percent for an industrial loan. Do 
you believe that this is a practical requirement ? 

Mayor Garpner. This only advocates what I think is good business | 
practice. If a man has a financial interest in something himself, he is 
a lot more interested in it. I think it should be a criterion of the 
bill, that there should be some local contribution. I realize this, that, ' 
sure, we have almost 50 percent of our bonding power available for 
any future project such as this, and some communities perhaps have 
already exhausted whatever moneys they might have available for 
investment, and in solving that paritcular thing, I don’t know what! 
the bill could provide. 

Mr. Miuter. Do you feel that there are communities which have 
been hard hit which would not be able to participate if this language 
is left as is? 

Mayor Garpner. That is right. For example, I know one com-} 
munity in the State of Pennsylvania, Bradford, Pa., which has used | 
up its full bonding power. Of course, they do have the privilege of| 
creating authority which is beyond the actual financial status of a 
community, and perhaps they can do something that way, but frankly, 
that is a poor substitute for doing it realistically. 

Mr. Miuier. Thank you very much, Mr. Chairman. Those are al 
the questions I have. 

Mr. Parman. Mr. Burke, do you have any questions ? | 

Mr. Burke. I have no questions. 

Mr. Parman. I wanted to ask you, Mr. Mayor, about the Greater 
Erie Industrial Development Corp. That is interesting to me. I 
wonder if that organization hasn’t explored its possibilities under 
the Small Business Investment Act, passed by the 85th Congress, 
under the Small Business Administration ? 

You know, under the law passed last year, a development corpora- 
tion like this can become licensed as a small business investment com- 
pany by putting up $150,000, and the Small Business Administration 
can put up $150,000 which gives it $300,000 to start off with. Have 
you explored that? 

Mayor Garpner. No, sir. 

Mr. Parman. I suggest that you do it, because this seems to be tailor! 
made forthat. Thank you very much. 
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Mayor GarpNer. Before I go, sir, I would like to mention that I 
think you have available there the Erie Port Commission report, and 
the reason for that is to show specifically the potential. 

Mr. Parman. Yes, this will remain on file with the committee. 

Mayor Garpner. And the cost factor, also. Because it states in 
there, in the potential and the cost, that there was one area we wanted 
to create immediately adjacent the bay front, which would require 
considerable expenditure of money in order to create an industrial 
area for future expansion of industry, and we think that might be an 
ideal situation under this bill. 

eet Parman. Involving the construction of wharves and things like 
that ? 

Mayor Garpner. Not particularly, but to provide the physical facil- 
ities down to the area, such as water, sewers, paving, and so forth. 

Mr. Patrman. Thank you very much, Mr. Mayor. We are glad to 
have your testimony. 

Did you ask to file a statement for another person ? 

Mayor Garpner. Yes, for Mayor Dilworth. 

Mr. Parman. That is right. That may be introduced in the record 
at this point. 

(The statement referred to is as follows :) 


STATEMENT OF RICHARDSON DILWORTH, MAYOR OF PHILADELPHIA, ON BEHALF OF 
THE U.S. CONFERENCE OF MAYORS AND THE CITY OF PHILADELPHIA ON AREA 
REDEVELOPMENT ACT 


I have been asked by the U.S. Conference of Mayors to present my views be- 
fore this committee on behalf of the area redevelopment bill introduced by 
Congressmen Spence and Flood (H.R. 3505 and H.R. 3466). 

I am very happy to do so because these bills, I am convinced, are of the greatest 
importance for the economic growth of the entire country. 

Let me make it clear that most depressed areas, certainly in our own Com- 
monwealth, have gone to the limit in self-help. They have been able to command 
resources in their own communities which they never realized could be mar- 
shalled. The Commonwealth of Pennsylvania has an extensive program of help- 
ing industry to locate in the State. The city of Philadelphia has embarked 
jointly with the chamber of commerce on a new program of helping existing 
industries and attracting new ones, and that program is successfully mobilizing 
every financial, industrial and human resource in the city. In a short period 
of months we have dedicated city-owned land for the purpose, we have devised 
means of using latent public powers to help existing industry expand, we have 
helped displaced firms relocate—but by the very nature of the problem this 
cannot be enough. As I have said, this is a national problem, which goes beyond 
the ability of any one community or city or area to cope with. No metropolis 
or municipality has the resources to do so on its own. This is true because of 
the small share of the tax dollar allocated to that level of government, but also 
because the illness that these bills propose to cure has attacked the very marrow 
of the community’s ability to cure itself—the most important aspect of its tax 
base. Furthermore, unless the problem is approached as a national one, frantic 
and uneconomic competition between communities for industries may lead to 
some small and temporary shift in the locus of the worst distress—but no overall 
improvement. The bills before us avoid this pitfall. 

What is needed is to increase the tax base of the distressed communities so 
that they can then be in a better position to help themselves: This is exactly what 
the Area Redevelopment Act would accomplish for them if it is successful. In 
postwar years the Federal debt has increased by 5 percent while the State and 
local debt has increased by over 400 percent. Federal cash expenditures have 
doubled while State and local expenditures have tripled, with no increase in 
revenues likely. In the last 5 years the municipal borrowing rates have in- 
creased by 70 percent, thus more than twice the Federal rate. As most of our 
tax dollar goes to the Federal Government, and as a large part of the Federal 
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nondefense expenditure is used for farm products and the preservation of natural 
resources, it is only reasonable that the hard-pressed municipalities, and other 
economically hard-pressed industrial areas, ask for a portion of the share of 
their contributions to the Federal Government. 


THE PROBLEM OF METROPOLITAN AREAS 


There are in essence three types of areas which need help: in the first place 
those which have in the past relied on one industry, or only a few, and which 
therefore are badly hit if something happens to the demand of the products of 
this industry (e.g., Detroit today). There are, secondly, the chronically de 
pressed areas because their main industry has moved out and no new industry 

as moved in (e.g., textiles or coal areas). Finally there are areas diversified 
enough in their industrial composition to avoid chronic depressions but which 
face a series of problems, usually connected with the age of these areas and the 
obsolescence of existing industrial plants, and the lack of space for industries to 
expand in. This is primarily a problem of metropolitan areas. The most im- 
portant feature of the bills before us is that they are dealing with all three 
types of problems by providing different remedies for the different types of de- 
pressed areas, 

As far as large metropolitan areas are concerned, they are rarely as badly off 
(except in special cases) as the first two types mentioned above, but by the same 
token they are worse off than the average of the Nation asa whole. The main 
reason is that in industrially diversified communities there are usually a suffi- 
cient number of sick industries, of industries in the process of moving out, of 
skills that become obsolete, etc., to prevent these areas from being too prosperous 
in good times, so that during poorer periods they feel the impact more acutely. 
Many of these metropolitan areas are built up and congested, which means that 
they do not have the type of space which offers new industries an attractive 
place to build new plants, or old industries a chance to expand, to cope with the 
problem of obsolescence or congestion, and to take full advantage of transpor- 
tation facilities. This situation is particularly bad in and near the core of these 
metropolitan areas, ie., near the center, where customarily small but very 
intensive manufacturing establishments like to locate—a location which they 
need from the point of view of their customers, their suppliers or their labor 
force. If this type of manufacturing declines, the entire core of the city is in 
danger of drying up. 

The center of a metropolitan area serves the entire area in a multitude of 
ways—services, offices, employment, shopping, and other facilities. If it suffers, 
the entire region is apt to feel the consequences. If its accessibility is poor, 
the entire metropolitan area becomes less efficient and thus less attractive 
for industry. The bulk of unemployment falls on the city itself and its core, 
where most of the unemployed live and where the worst slum areas are located. 
It is those areas which need help most. The bills before us provide help 
for the core of metropolitan areas by making them eligible for it where this is 
justified. 

SPECIFIC REMEDIES FOR SPECIFIC PROBLEMS 


Let me point out how the bills before us propose diversified remedies, not 
only of obvious use to the first and second types of depressed areas, mentioned 
above, but also of specific help to those metropolitan areas suffering from the 
typical urban problem of unemployment based on obsolescence of old industries 
and lack of attractive space for new. 

As the core becomes obsolete, and business and industries find other loca- 
tions, the center ceases to render services for the region. Funds are neither 
available to the financially overextended municipality, nor to small private enter- 
prise, to tear down obsolete and congested buildings at these expensive loca- 
tions. Yet it is vitally important that the industrial slums created over time 
by increasing age and progressing technology near the center of cities be elim- 
inated and that industrial areas be developed. Section 14 of this bill addresses 
itself to this particular problem. It removes some of the restrictions which 
have inhibited industrial redevelopment up to now. How much use any 
one area can make of this remedy depends on its size and on the degree of 
obsolescence, but the larger and older urban areas have faced an increasing 
need for removing the old and making way for the new, in industry as well as 
in housing, as the first step toward industrial rehabilitation, and they have not 
had the means to do so. 
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The overall problem is the same between the different older urban areas. The 
specific remedies, however, are not necessarily the same: The help which urban 
areas need must be tailormade, specialized as to the type of industry which 
would best fit with the area’s existing economic structure, would do most for 
the employment of its population and must also be specialized in terms of the 
needs of individual industries. Small incubator industries may need refur- 
bishing of old loft-type buildings. Land assembling may be necessary for the 
expansion of existing industry. Buildings may have to be financed and erected 
and then leased to a new firm. Section 6 of the bill before us provides for 
loans for any and all of these purposes. Because it has sufficient flexibility, this 
section fits into various possible needs of urban areas. It is particularly im- 
portant that this section includes loans for machinery and equipment (a pro- 
vision lacking in previous administration-proposed bills and opposed by the 
administration). New industries, which it is most important to attract to 
depressed areas, need a great deal of equipment for which they often lack 
ready cash—and small type of handicraft industries would not help urban 
areas greatly. Thus this clause of the bills before us is further proof that 
its intent is truly to direct new and growing industries toward those areas 
where their stimulus is most urgently needed. 


PUBLIC IMPROVEMENTS 


H.R. 3505 and H.R. 3466 still have other weapons in their arsenal; loans or 
even grants can be given for public facilities which facilitate the successful 
establishment of industry; not public works as such, which provide jobs only 
during construction, but those capital projects which will help enlarge the eco- 
nomic base. While this provision is again of use to all three types of redevelop- 
ment areas, it is particularly important for the metropolitan areas; the increas- 
ing demand for all kinds of public improvements makes it difficult for munici- 
palities to concentrate primarily on those which help industry and employment. 
Yet the installation of these improvements are prerequisites for any successful 
attempt to attract industries. That is why the provision of loans and grants for 
public facilities is so important: improvements in the mass transit system which 
will bring workers to the plants; improved utility networks; sufficient facilities 
for parking; a grid of streets adapted to trucks; central facilities for transfer 
of industrial goods—any and all of these facilities may prove a necessity before 
loans to industries can become effectively useful, while other demands on munici- 
pal capital funds would otherwise prohibit their installation. 


TRAINING 


In yet another way this bill provides a special remedy for a specific problem: 
Sections 16 and 17 provide for training and retraining of workers and for pay- 
ment of subsistence to them while they train. This is very helpful for the 
retraining of those workers for new tasks whose old skills have become obsolete 
because of new machinery or because the industries they worked in moved away. 
This is particularly true of industrially diversified metropolitan areas whose 
workers often have to face a change in employment opportunities. In addition, 
however, they have a different problem which needs attention: the inmigration 
of farmers from declining rural areas in the vicinity and the migration coming 
from the rural South, both of which usually settle near the center of a metro- 
politan area. These individuals and families have no industrial competence 
and lack the basic knowledge of working in industrial society. A great deal of 
training is necessary to equip them in industrial jobs, even though those jobs 
may not be at the moment in sight. Yet the rigidity of the existing apparatus 
for the training of workers does often not permit taking care of this type of 
problem, so that it is important that these bills open up additional training 
possibilities. 

METHOD OF ADMINISTRATION 


I would finally like to point out that it is a great forward step that the bills 
before us appoint a new agency within the executive branch, rather than leaving 
the administration of a!l those new ideas to old-line departments and estab- 
lished channels. This is a necessary prerequisite for quick and effective action. 
It is also extremely important that the Administrator of this new agency be 
able to designate redevelopment areas at his discretion, and then to deal directly 
with those areas rather than through the cumbersome State machinery. To the 
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extent to which the help under this bill goes to urban areas, we particularly 
welcome the fact that it will be possible to deal directly with the specialized 
Federal agency. 

Our experience with urban renewal as against, e.g., the highway program, 
has taught us how many delays and difficulties the interspersion of another 
layer of Government activities. In reducing the dispersion between different 
agencies, the Redevelopment Administrator will thus be pioneering in pulling 
together resources of various executive departments for the. benefit of all de- 
pressed areas, and specifically of urban areas with their very specialized prob- 
lems. In doing so, he will develop in his agency a specialized knowledge of 
those problems and of how to solve them by different methods with a minimum 
of bureaucratic inhibitions—a hopeful beacon toward improved relations be- 
tween different levels of Government. 

The U.S. Conference of Mayors and I personally, on behalf of the third largest 
city in the United States, would like to strongly recommend to this committee 
approval of this legislation. 

(The following letter was submitted on behalf of the U.S. Confer- 
ence of Mayors:) 

City OF ROANOKE, 
Roanoke, Va., March 4, 1959. 
Mr. Harry R. BETTERS, 
Erecutive Director, 
U.S. Conference of Mayors, 
Washington, D.C. 

Dear Mr. Betters: This is to inform you that you have the wholehearted 
backing of the city of Roanoke in support of H.R. 3505, known as the area 
redevelopment bill. 

Roanoke is the only Virginia city listed in the Department of Labor’s list of 
major areas of substantial labor surplus. As such we are well aware of the 
necessity for the provisions contained in H.R. 3505. 

Our city has recently been stricken by the loss of the American Viscose Co., 
which at one time employed over 5,000 and which was employing 3,000 workers 
shortly before its closing. In addition, our labor surplus has increased due to 
the loss of the Stauffer Chemical Co., and layoffs by other industry including 
a substantial number by the Norfolk & Western Railroad. 

We believe that the city of Roanoke has many outstanding attractions and 
advantages which would be beneficial to new industry. However, the magni- 
tude of our losses indicates that we will need all of the aid possible in order 
to achieve the maximum vantage to attract new positions for our unemployed. 

We are sure that there are many other cities in the United States in positions 
similar to ours. It is only fair that this great Government of ours do every- 
thing possible to alleviate these conditions. We believe that H.R. 3505 will go 
far toward accomplishing this aim. 

Again, may I offer our wholehearted cooperation. 

Sincerely, 
VINCENT S. WHEELER, Mayor. 


Mr. Patman. Mr. Andrew J. Biemiller, director of the legislative 
department of the AFL-CIO. 

Mr. Biemiller, we are very glad to have your testimony. 

Do you have a prepared statement ? 

Mr. Bremmuer. I do, Mr. Chairman. 

Mr. Parman. Do you have copies for the members of the com- 
mittee ? 

Mr. Bremer. Yes, sir. 

Mr. Parman. Very well. You may proceed. 
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STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR OF THE 
LEGISLATIVE DEPARTMENT OF THE AMERICAN FEDERATION 
OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Bremiuier. Mr. Chairman, my name is Andrew J. Biemiller. 
Iam the director of the legislative department of the American Fed- 
eration of Labor and Congress of Industrial Organizations. I am 
appearing here today to urge the enactment of the Area Redevelop- 
ment Act (H.R. 3505), introduced by Congressman Spence and by 
many of his colleagues. This excellent bill has been specifically 
endorsed by the executive council of the AFL-CIO. On the other 
hand, we do not believe that H.R. 4278, introduced by Congressman 
Kilburn at the request of the Department of Commerce, adequately 
copes with the distressed area problem. 

And I ask consent, Mr. Chairman, that a copy of that resolution 
be put at the end of my testimony. 

Mr. Parman. Without objection, it is so ordered. 

Mr. Bremitier. One year ago, when William F. Schnitzler, Secre- 
tary-Treasurer of the AFL-CIO, appeared before this committee 
to seek Federal action to help eradicate the blight of chronic area 
unemployment, his plea was directed particularly to the Members 
of the Congress. Subsequently, the 85th Congress fully met its re- 
sponsibility to the victims of chronic area distress when it enacted a 
measure substantially like H.R. 3505. Unfortunately, despite the 
leadership of this committee and its counterpart in the Senate which 
resulted in the ultimate passage of the Area Redevelopment Act of 
1958, a presidential pocket veto was the reward for your effort. 

It is with a sense of deep regret and of frustration that the AFL- 
CIO finds it necessary to appear before you once again to plead for 
action—as we have done ever since the 84th Congress when Congress- 
man Spence and Senator Douglas introduced their pioneer measures— 
to deal with the growing problem of area blight. 

In the years that have followed, the scores of witnesses who have 
testified before this committee at its earlier hearings, and the clear 
evidence of unfolding events themselves, have established beyond a 
doubt the urgent rm, of aid for the chronically depressed areas and 
the fact that the Federal Government has a responsibility to help 
provide it. 

In fact, the unchecked growth of chronic area distress expains in 
large measure why the unemployment total throughout the United 
States remains so high today, even though industrial production has 
nearly returned to its prerecession high. According to the latest 
official count, 76 of the 149 major labor market areas in the United 
States and 183 of the smaller ones are still suffering from unemploy- 
ment in excess of 6 percent, despite the widespread view that pros- 
perity has once again returned. 

While most of these major areas and many of the smaller ones 
cannot be viewed as being chronically depressed, more than a score 
of the major ones and over 100 of the smaller communities now suffer 
from substantial and persistent unemployment. About 10 percent of 
the Nation’s labor force now lives in these chronically depressed areas. 
However, these communities account for over 21 percent of the 
Nation’s unemployed. 
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Today, it is widely acknowledged that the Employment Act of 1946 tl 


commits the Federal Government to help eradicate the cancer of | if 
chronic local blight just as much as the act commits Washington to al 
help end joblessness which is nationwide in scope. In fact, a com- be 


prehensive program of Federal aid to help these areas has been 
pledged time and again by the Republican and Democratic parties de 
alike. Federal aid has also been repeatedly advocated in the annual ) pi 
messages of the President and in the reports of his Council of Eco- 
nomic Advisers. Even more important, specific measures to provide ar 
this aid have been introduced by members of both political parties, | m 
and the recently vetoed Area Redevelopment Act itself represented a tu 
constructive bipartisan blend of Republican and Democratic views 
on how best to restore these areas to prosperity and well-being once 
again. ' om 
It is our view that by now the need for aid to chronically depressed | _ it 
American communities and for a comprehensive Kederal program to | m¢ 
help them has been generally recognized by thinking Americans. _ th 
Only a handful of diehard organizations like the U.S. Chamber of : 
Commerce and the National Association of Manufacturers persist | no 
in a rearguard effort to prevent the fulfillment of 20th century re- | 
sponsibilities by our Federal Government. Therefore, the only perti-' vet 
nent question that we believe this committee must now weigh is 
whether the reasons advanced by the President for his veto of the | gre 
Douglas-Payne-Spence bill were, indeed, valid. If the facts sustain ] 
the President’s action, then this committee will be justified in rejecting are 


H.R. 3505. bil 
The AFL-CIO believes that the pocket veto of the Area Redevelop- _ the 
ment Act of 1958 was wholly unwarranted and we wish to present our} _\ 


reasons in support of this view. In so doing, we will, in effect, be) cos 
arguing why this committee should endorse the new bill proposed by! the 
Congressman Spence and his associates rather than the measure sub-| qua 
mitted by Congressman Kilburn. 

The issues in dispute were sharply drawn by Under Secretary of Fe 
Commerce Mueller in recent testimony before the Senate Banking and Jim 
Currency Committee in behalf of the Department of Commerce bill. ] 
We have identified several basic arguments which the President raised} Cot 
to justify his veto of the Area Redevelopment Act of 1958, and which} the 
Mr. Mueller now raises again in an effort to justify his opposition to) reve 
H.R. 3505 and his support for the Commerce bill. rails 

(1) It is alleged that H.R. 3505 would make assistance available to the 
areas in which unemployment is temporary. We view this charge to. mer 


be unfounded. mat 
Under H.R. 3505, as in the vetoed bill, a 6 percent unemployment tion 
rate for at least 18 of the preceding 24 months would be generally re) T 


quired before Federal aid would be extended. Only in cases where repa 
the jobless rate is substantially greater—because of a sudden and thro 


permanent shutdown of the major job-providing enterprise inacom- It 
munity, for example—can the waiting period be shortened. tress 


In the Commerce Department bill, on the other hand, unemployment poss 
of 6 percent or more for at least 2 of the preceding 3 years would be note 
mandatory before aid could commence. prop 

Moreover, under the Commerce proposal the annual average unem- prop 
ployment rate would have had to be at least 100 percent or more above loan 
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the national average for 2 of the 3 preceding years for an area to qual- 
ify. Thus, if the national jobless average had been 6 percent, before 
an area could be aided its unemployment rate would have to have 
been at least 12 percent for 2 of the preceding 3 years. 

Finally, even when these conditions are met, the administrator could 
deprive an area of aid under other criteria written into the Commerce 
bill. 

Mr. Mueller trys to justify these unbelievably stringent criteria by 
arguing that they are set up to be adaptable “to meet whatever labor 
market situation may be prevalent when concepts as to what consti- 
tutes ‘a normal’ rate of unemployment may be significantly different 
from those of today.” 

In simpler language, the Department of Commerce is saying: We 
must take care when we define a chronically depressed area because 
it is possible that a 6 percent, 7 percent, or even 8 percent unemploy- 
ment rate may become normal throughout the Nation at sometime in 
the future. 

The AFL-C1O submits that this kind of defeatist thinking just has 
no place in the United States today. 

(2) It is also alleged that the redevelopment loan provisions of the 
vetoed bill, and of H.R. 3505, are too generous. 

This is a view that the AFL-CIO does not share and that the Con- 
gress itself repudiated last year. 

In the name of insuring adequate local initiative in the few depressed 
areas it would deem to be worthy of aid, the Department of Commerce 
bill would limit Federal redevelopment loans to less than 10 percent of 
the total investment usually required to create a factory job. 

Whereas the Spence bill would include machinery and equipment 
costs as well as land and buildings under its loan coverage proposal, 
the administration would cover only land and buildings (about one- 
quarter of the total outlay needed to create a job in manufacturing). 

Furthermore, whereas the Spence bill would provide for a maximum 
Federal loan participation of up to 65 percent, the administration’s 
limit is only 35 percent. 

It is noteworthy that in the 84th Congress Senator Douglas and 
Congressman Spence proposed a 75-percent Federal participation and 
the administration only 25 percent. Since then, public testimony has 
revenled the extreme difliculty chronically distressed areas face in 
raising investment funds at reasonable rates. It is our view that both 
the coverage of machinery and equipment under a Federal redevelop- 
ment loan program as well as a maximum participation of approxi- 
mately 65 percent are necessary in order to rapidly stimulate job crea- 
tion in the blighted areas. 

The Department of Commerce bill also places an unreasonably high 
repayment burden on the recipients of Federal redevelopment loans 
through a combination of high interest rates and short durations. 

It is our view that job-creating investments in chronically dis- 
tressed areas would be more rapidly encouraged by loans at the lowest 
possible interest rates and for the longest feasible durations. We 
note that H.R. 3505 seeks to meet the administration part way by 
proposing interest rates one-quarter of 1 percent higher than the rate 
proposed in the vetoed bill. Furthermore, we note that the maximum 
loan duration proposal has been reduced from 40 to 30 years. It is 
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our view that any further compromise would excessively increase the 
burden of repayment for the loan recipients and thus lessen the likeli- 
hood that this program will achieve the purpose which is intended. 

(3) The President also opposed the proposal of Congress to create 
a $100 million Federal industrial redevelopment loan fund, an amount 
we deem to be the minimum that can be reasonably considered. The 
Department of Commerce bill, like its counterpart last year, proposes 
only $50 million for this purpose. 

At recent Senate hearings, Under Secretary of Commerce Mueller 
sought to justify this inadequate loan proposal by using assumptions 
which cannot be rationally supported. 

At the outset, his projection of the size of the needed fund is based 
on the unreasonably stringent eligibility criteria proposed by the 
Department of Commerce. He assumes that only 18 major labor 
market areas and 56 smaller ones—or a total of 74—qualify for aid in 
contrast to the 23 major and 110 smaller areas which he reports would 
be eligible under the terms of the Spence bill. But even these should 
be viewed as minimum eligibility projections. 

It is noteworthy that on February 16, when Senator Dirksen intro- 


duced the Commerce bill in the Senate he listed 19 major areas as | 
eligible for aid under that bill and 29 under the provisions of H.R. | 


3505. <A significant attrition in the number of eligible major areas _ 


had apparently occurred in the short space of 11 days, by the time 
Mr. Mueller testified on February 27. 

Furthermore, Mr. Mueller gives no recognition to the needs of 
chronically depressed labor market areas with a labor force of under 
15,000—in communities of up to about 40,000—whose unemployment 
status is now not reported by any agency of the Federal Government. 

Mr. Mueller further reduces the loan fund need by simply dropping 
Detroit from his projections, although it qualifies for aid under the 
criteria of both the Spence and the Commerce Department bills. 

Then Mr. Mueller statistically reduces the need still further by 
assuming that each new factory job in a distressed area will also create 
one additional job in a service occupation. Actually, an assumption 


that one new factory job will create three-quarters of another job is | 


extremely liberal. Studies by the U.S. Chamber of Commerce itself, 
as well as by the Federal Government, support our view. 


A further reduction in the industrial redevelopment loan fund | 


need is achieved by assuming that the Congress will approve the 
Commerce Department’s proposal to provide redevelopment loans of 
only 10 percent or less of the cost of creating an industrial job in 
the chronically depressed area. 

Finally, Mr. Mueller reduces the need still further by claiming 
that a limited Pennsylvania redevelopment loan experience was 
typical of the Nation, although it was not. According to Pennsyl- 
vania State officials, their investment outlay for factories was un- 
usually low because only remodeling of existing buildings was gen- 
erally required to accommodate the need of light industries, particu- 
larly the apparel industry. Accordingly, factory jobs could be 
created for a total investment of about $8,000 per job. 

In comparison, the investment cost of one new job in new chemical 
plants in two West Virginia communities, as cited by the Wall Street 
Journal only a week ago, was $50,000 in one case and $123,000 in 
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another. But these examples also were not typical, since investment 
per job in chemical plants is among the Nation’s highest. Invest- 
ment per job in the apparel industry, on the other hand, is the lowest. 

According to the National Industrial Conference Board’s “Econo- 
mic Almanac for 1958,” average capital investment per production 
worker now approximates $15,000. On the basis of this finding, Mr. 
Mueller’s assumptions about the total investment cost of creating an 
average job are almost exactly 100 percent too low. 

In a study prepared in 1957 by the legislative experts of the Library 
of Congress for this committee, it was found that a Federal industrial 
loan fund of even $100 million would not be sufficient to stimulate 
enough investment to reduce the jobless rate to 6 percent in the smaller 
number of chronically distressed areas that then existed. 

Assuming that Federal loans would cover half the costs of land, plants, new 
machinery and equipment, the maximum amount that would be expended to 
create the needed 68,000 jobs would approach $300 million— 

the study concluded. 

Today, the number of chronically distressed areas and the number 
of jobs which must be created are greater than 2 years ago. Further- 
more, the $300 million fund then found necessary was based on a 
plan to reduce the unemployment rate down to only 6 percent, a level 
still too high to be acceptable as a national goal. 

Surely, it is evident from the foregoing that even a $100 million 
fund for redevelopment loans for industrially distressed areas is 
hardly a realistic sum. 

(4) The administration also opposes a special fund to provide loans 
and grants for the construction of essential longrun job-supporting 
public facilities in chronically distressed areas. Instead, it is pro- 
posed to provide for these special needs by allowing distressed areas 
a first priority from the $100 million loan fund of the Housing and 
Home Finance Agency. 

We are advised, however, that $55 million of the $100 million fund 
of that Agency has already been loaned out and that disposal of most 
of the remainder is already in process. Besides, even if adequate 
funds for community facility loans to distressed areas were available 
from this source, we are informed that loans are only being granted 
to communities of less than 10,000 persons. 

Furthermore, the cost of these loans is excessively high. Com- 
munities with good credit ratings are now able to borrow in the open 
market at costs that are substantially less than the interest rate now 
charged by HHFA. Ironically, the very communities with the least 
resources and in which the need is greatest, are being forced to pay 
most for these Federal public facility loans. 

(5) The President also opposed the inclusion of low-income rural 
areas in the loan and grant aspects of the area redevelopment pro- 
gram enacted by the Congress last year, and continues to exclude rural 
areas from receiving these aids in the new administration bill entirely. 

Administration spokesmen have declared, nonetheless, that a much 
greater fund is needed to deal with the problems of America’s low- 
income rural areas, and that other bills to deal with these problems 
are being introduced. If this is the case, we have not seen them. 

_(6) Another complaint of the administration with respect to the 
bill enacted last year and now with the Spence bill, is the provision 
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for Federal retraining subsistence payments for displaced workers 
engaged in learning new skills. In congressional debate last year, 
it was alleged that this provision would cost hundreds of millions 
of dollars. To allay these unfounded fears, H.R. 3505 now specifically 
authorizes $10 million for this purpose. While we approve a spe- 
cific authorization, we believe that this proposed amount is too low. 
Therefore, we urge this committee to reappraise the need in relation- 
ship to the magnitude of the job retraining undertaking this bill 
seeks now to accomplish. 

(7) Finally, the President complained because the area redevelop- 
ment program enacted last year did not place this activity under the 
custody of the Department of Commerce. It is the view of our 
organization that Congress made a proper decision. 

The opposition of the AFL-CIO to the Department of Commerce 
serving as administrator of this program is not based upon our lack 
of faith in the individual who now presides over that Department. 
On the contrary, our opposition was clearly stated as far back as the 
84th Congress when, during the course of earlier testimony on the 
distressed area problem, we said : 

We are unalterably opposed to the administration’s effort to place, or rather 
misplace, a depressed area program in the Department of Commerce. In the 
first instance, this Department is only one of many departments and agencies 
whose programs and activities must be coordinated in order to stimulate an 
effective program of local area redevelopment. 

Moreover, we do not believe that the administration of a program specially 
directed toward developing increased employment opportunities for unemployed 
workers should be vested in the hands of a business-minded agency. 

We most emphatically believe, therefore, that the proposal of the Douglas bill 
for an independent agency to coordinate and administer the Federal program is 
more desirable from every point of view. 

At the time this testimony was presented, an independent agency 
to administer the Area Redevlopment Act was being proposed—as it 
is again being proposed by H.R. 3505—and we supported it. During 
the 85th Congress, however, we acquiesced to a compromise proposal 
to place this service in the Housing and Home Finance Agency. 
This Agency already is administering community facility Jegislation, 
urban renewal grants, and vocational education services, all of which 
are important aspects of the proposed area redevelopment program. 
Furthermore, those who run HHFA do not completely reflect the 
viewpoint of America’s largest business and banking interests—a 
group that has not been notably responsive to the needs of our fellow 
citizens who live in the chronically distressed areas of the Nation. 

Viewed in its entirety, we have good reason to question whether the 
measure introduced by the Department of Commerce can be deemed 
a genuine effort to aid the distressed areas of this country. 

By proposing unrealistically severe criteria for determining eligi- 
bility, by offering Federal redevelopment loans covering only the in- 
vestment of buildings and then only a maximum of 35 percent of this 
small part of the investment required to create a job, by insisting on 
high-interest rates on loans of too limited duration, by proposing a 
redevelopment loan fund which is totally inadequate in relation to 
proven needs, by refusing to properly provide for public facility 
grants and loans, by bypassing the needs of depressed rural areas, by 
refusing retaining subsistence payments entirely, and by seeking to 
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whose leaders have never shown genuine concern over the distressed 
area problem—those who now speak for the administration invite the 
charge that only the appearance of helping distressed areas, rather 
than the reality, is their objective. 

Those who seek to justify a Federal distressed area program that 
will be too little as well as very late are also repeating the routine 
argument that the budget must be balanced. However, that issue 
must not be allowed to obscure the Federal responsibility for adequate 
action. 

In the first place, it should be borne in mind that more than 75 
percent of the outlay proposed by H.R. 3505 is for loans for which 
the Treasury ultimately will be reimbursed with interest. 

Furthermore, even a higher total of expenditure would not neces- 
sarily be incompatible with a balanced budget. Surely it is not 
unreasonable for the administration to seek additional revenue by 
closing existing legal and illegal tax loopholes if it is really deter- 
mined to support the long unfulfilled promise of adequate help for 
the victims of chronic area distress. 

Finally, an all-embracing effort to alleviate area blight will increase 
business and personal income and, as a consequence, substantial new 
tax revenue will be forthcoming. At the same time the success of 
the program will reduce Government costs for unemployment com- 
pensation, public welfare, and other present services in the distressed 
areas. 

It is against these broad perspectives and alternatives that the 
Congress and the administration must now reconsider what the Nation 
can do and must do to cauterize the festering infection of chronic 
area distress. 

It is the view of the AFL-CIO that no economic or political ration- 
alization can justify Federal failure to launch an adequate and 
aggressive domestic point 4 campaign to eradicate chronic area dis- 
tress in these United States. We believe that, of the bills before 
this committee, H.R. 3505 is the most desirable to initiate meaningful 
aid to distressed areas. 

(The resolution referred to is as follows :) 


place the administration of this inadequate program in an agency 


STATEMENT OF THE AFL-CIO Execurtve CoUNCIL ON THE Dou@iAs AREA RE- 
DEVELOPMENT ACT, S. 722 


When President Eisenhower vetoed the Area Redevelopment Act last year 
after it had been approved with broad bipartisan support by the 85th Congress, 
hundreds of thousands of Americans who live in chronically depressed industrial 
and agricultural areas were condemned to still another year without hope. 

Even if prosperity returns quickly to the Nation as a whole, experience has 
proved that scores of American communities will not share in the good times. 
In cities located across the country, the slowing down or closing of business 
enterprises as a result of raw material exhaustion, technological changes, and 
other factors. has robbed the people of their chance to work. In addition, a 
permanent state of underemployment now exists in scores of rural areas. These 
are the communities of substantial and persistent unemployment and under- 
employment that are now identified as the chronically depressed areas of the 
United States. 

Since 1952, the platforms of both major parties have acknowledged the re- 
sponsibility of the Federal Government to help eradicate the cancer of ares 
blight, and have pledged support for a comprehensive program of Federal aid 
to help achieve this purpose. Furthermore, bills to provide such aid have been 
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introduced by Democrats and Republicans alike in each succeeding session of 
the Federal Congress. 

In 1958, the Douglas-Payne Area Redevelopment Act—a bipartisan measure 
incorporating the best features of several bills—was finally enacted by the 
Congress, and the long-promised aid for distressed areas seemed to be coming 
at last. Then after the 85th Congress had already adjourned came the shock- 
ing Presidential veto. 

The AFL-CIO will exert every effort to see that the pledge of help to the 
victims of chronic area distress is fulfilled. 

Once again a bipartisan Area Redevelopment Act (S. 722) has been intro- 
duced by Senator Douglas of Illinois with the cosponsorship of Senators Clark, 
of Pennsylvania, Cooper, of Kentucky, Beall, of Maryland, and 35 other Members 
of the Senate. Similar bills have been introduced in the House of Representa- 
tives by Democrats and Republicans alike. 

Once again we call upon the Members of the Congress, and, particularly, 
upon the President of the United States, to give the people of these stricken 
areas the special aid they need and have so long been promised. 

Mr. Parman. Thank you very much, Mr. Biemiller. 

Are there any questions, gentlemen ? 

Mr. Vanik. Mr. Chairman. 

Mr. Parman. Mr. Vanik. 

Mr. Vanik. I have a question I would like to address to Mr. Bie- 
miller. 

In January we had some 4,725,000 unemployed. Do you see any 
possibility for a substantial reduction in this number? What are 
your estimates? 

Mr. Breuer. Our economists are of the opinion that there prob- 
ably will be some increase in this number. 

Mr. Vani. Rather than a decrease ? 

Mr. Bremitter. In the figures for the next couple of months. Then 
if there is any decrease in the number of unemployed it will not 
reach any very low figure during the course of this year. There may 
be some seasonal pickups here and there, but as a generalization we 
anticipate, unfortunately, a continuing pool of heavy unemployment 
in the United States. 

Mr. Vani. An increasing pool ? 

Mr. Bremituer. Yes, sir. 

Mr. VantK. If that is so, do you think the money set up in this bill 
is going to be adequate ? 

Mr. Bremitier. Well, you will note, Mr. Vanik, we make the point 
in one place that we think the $100 million fund for industrial rede- 
velopment could be increased, from the standpoint of meeting the 
problem. 

On the other hand, we know the problems you are up against, and 
certainly the proposal in H.R. 3505 and its companion bill is prefer- 
able to that in the administration, which is nothing. So while we 
do not think it is adequate, we think at least it gives us a good start 
and we can get underway with it, and we would leave it to the judg- 
ment of this committee as to how large a sum you could get through 
the House of Representatives. 

Mr. Vanik. That is all. 

Mr. Patrman. Mr. Burke. 

Mr. Burke. Mr. Biemiller, is it your opinion that this House bill, 
H.R. 3505, is actually a moderate request ? 

Mr. Bremer. Yes, a moderate proposal, correct. One that has 
been worked out over a period of time, as you know, that represents 
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a good deal of careful thinking on the part of Members of both Houses 
of the Congress, and of witnesses who have appeared here. And we 
regard this, as you stated, a moderate proposal, and by no means + 
very far-reaching, revolutionary bill of any sort. 

Mr. Burke. That is all. 

Mr. Parman. Mr. Miller. 

Mr. Muzer. To emphasize the point that Mr. Burke has made, Mr. 
Biemiller, we are told that there is a great urgency for this legisla- 
tion. We are also told by some witnesses that we should compromise 
on a bill in order to get the assent of the President. 

We are supposed to decide whether or not we should compromise 
still further or stand fast on what many of us believe is already 2 
compromise. Do you have anything to offer to us to assist us in mak- 
ing this choice? 

Mr. Bremitier. Our recommendation would be that you stand just 
as firmly as you can on this proposal. I recognize that somewhere 
along the line of the legislative processes you may be faced with some 
choices, but I certainly would recommend on behalf of the AFL- 
CIO that this committee stand as firm as it possibly can on these 
proposals. 

Mr. Miter. This is a technical question, but on page 6 of your 
testimony I wonder if there hasn’t been a mistake in transcription 
on the fourth line from the bottom, in the use of the word “not,” 
because it doesn’t seem to follow from your testimony that the HHFA 
is not a desirable location for the administration of the provisions 
of H.R. 3505. That is in the sentence beginning with “Furthermore.” 

In other words, as I presume 

Mr. Bremitier. We are saying—the construction might be a bit 
awkward—we are saying, in effect, that we think there is a better 
chance of getting a good administration of this act under HHFA 
than under the Department of Commerce. 

Mr. Mitxier. But do you believe, then, that the best administration 
would be derived from an independent agency ? 

Mr. Bremitier. Absolutely. We have always maintained that 
position. 

Mr. Mitter. I think, in rereading that sentence, you will find that 
it does not reflect your testimony as given in previous instances. In 
any case, I am not presuming to—— 

r. Bremer. You will note, if I may interrupt just a moment, 
that up above that sentence we say “we acquiesce to a compromise 
proposal.” We would still prefer an independent agency, if it is 
possible to get such a proposal through the Congress. This was 
an attempt, which the Chairman and Mr. Vanik, who went through 
this battle last year, will recall, was a compromise proposal in order 
to get a bill passed by the Congress. 

Mr. Miturr. Of course, there are a substantial number of new- 
comers this time and we must have a record in this session for our 
own illumination. 

Along that line, I would like, if I may, to try to find out your 
views on the following question: There are some areas in the country, 
and some Congressmen represent those areas, and knowing nothing 
about the desperate cyclical problems of these depressed areas. 
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Would you care to indicate for the record the nature of the gravity 
of the situation existing in these areas, as compared to a previous 
historical time, such as 1928 to 1932 ¢ 

Mr. Bremitier. May I call upon my colleague, one of our staff 
economists of the AFL-CIO, Mr. Frank Fernbach, to fill in on that 
matter, Mr. Chairman. 

Mr. Fernpacu. Take the base date of 1929; before that period there 
were distressed areas. ‘There have always been plant shutdowns in 
communities that depended on, often, a single plant for most of 
their jobs, and back many years ago, as our television sets remind 
us so often, there were towns in the West that lived off the extraction 
of minerals and lumber, which ultimately became ghost towns. 

But the emergence of the distressed industrial area as a fixture in 
the American community is really quite recent in terms of the mag- 
nitude of the problem. The decline of the coal industry, the shift 
in the method by which railroads operate, the dieselization of the 
‘ailroads, the existence of towns in America that depended upon the 
railroad shops, where there is no longer sutlicient employment, is 
another factor. ‘The removal of the textile mills from the North 
toward the South and into the South is another factor which has 
stranded many communities in New England. 

We almost hac a very critical problem in the steel industry in the 
late thirties, when the steel industry moved to the continuous strip 
mill from the old hand mill, and many towns which lived exclusively 
off of a mill making steel by hand were closed and found themselves 
in precarious situations. 

The war occurred and cert#in readjustments were possible during 
the intense need for all production, whether by modern or archaic 
methods, during the war period. 

We have increasingly, as we automize industry—my pronunciation 
may have been wrong, I guess we don’t “automize,” but automate— 
we have the tendency for plants to shut down as archaic, because the 
technology of our age is moving forward so rapidly, and in shutting 
down the plant, when this occurs more frequently, you have again 
occurring in the minds of the managers the question, “Is this the 
proper place to operate the plant for our particular purposes?” 

So we find an increasing pattern of plant shutdowns and of plant 
removals. We also have the problem of Indian reservations, which 
is historic, in the West, and we have the problem of the closing and 
opening of Government, facilities, where a shift by an act of Govern- 
ment will close a naval ordnance operation, or aircraft production 
is reduced and missiles do not pick it up. 

What I am suggesting is that in the dynamic, increasingly auto- 
mated economy that we have, in our free enterprise economy, you 
have increasing closing of plants, which often victimizes entire com- 
munities very cruelly. 

We were up here before this Congress, talking about this to this 


committee in the very peak of the boom, in the midfifties, communities 
which were in a desperate plight then, and are now, and of course will 
not. return to a reasonable level of employment. These are the dis- 
tressed areas. 

Mr. Mitter. Would it be fair to summarize what you have just 
said to indicate that if this problem is left untended, that it would 
prove to be of more gravity than the 1929-32 situation ? 
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Mr. Fernsacu. Most emphatically. The point was made by Mr. 
Biemiller that in those areas identified by the Department of Labor 
for aid, if the Spence bill is passed, there live 10 percent of the Na- 
tion’s labor force, but more than 21 percent of the unemployed. The 
fact that we are returning to prosperity, in terms of measures of pro- 
duction, we still have an overburden of unemployment almost as 
bad as in the recession, is due in large measure to the continued exist- 
ence of these chronically depressed areas. 

Mr. Miter. I have a question on 3505. Do you believe that the 
$414 million provided for technical assistance is sufficient ? 

Mr. Fernsacn. I think we view this as a moderate and hopefully 
adequate sum. We understand, of course, that this program is new, 
it will get into motion gradually—not necessarily in the first fiscal 
year of its existence—and if the sum were inadequate, we would 
assume that the Congress would be aware of this fact and be respon- 
sive to a consideration for an increase. 

Mr. Minter. Could you give us some detail as to just what you 
would expect to happen under section 11? 

Mr. Fernsacn. Under section 11 of the act? 

Mr. Mitier. Yes; that is, the technical assistance program you have 
just referred to. 

Mr. Fernsacu. We would assume that a community which quali- 
fied for aid under the criteria of the act would be eligible to receive 
from the administration a service that would encompass, first, a sur- 
vey of resources—human and physical—an analysis of marketing fac- 
tors, an analysis of public facility needs, an analysis that would be 
rather complete in terms of what a community should strive to de- 
velop for job-creating purposes, and those that perhaps it would be 
wasting its time on. 

All of these would relate to market factors, resources, available 
skills, public facilities, and related matters. Then, I would assume 
technical assistance services would conclude with the establishment of 
the list of priority of services that this community should seek to 
achieve, the kind of industries, and the kind of enterprises that could 
best be served there. 

Perhaps in some instances tourist development might be a major 
factor. In others, the abundant existence of waterpower would be a 
determining factor. 

We believe that many communities have not made that kind of all- 

embracing assessment of their own potentialities. Basically, this 
would be the major role that we would visualize the technical assist- 
ance phase of the program would provide. 
_ Mr. Mitrer. One last question. The public facilities provided for 
in section 7 would carry an interest rate that would probably amount 
to about 4 percent. Is this rather high for bonds on which there is 
tax exemption ? 

Mr. Fernsacu. We view it as high. 

Mr. Mitirr. Thank you, Mr. Chairman. 

Mr. Parman. Mr. Johnson. 

Mr. Jounson. Section 17 of the bill before us sets a limit of $10 mil- 
lion for subsistence payments during the training period. Would you 
feel that that is going to be enough, Mr. Biemiller, or are we again 
taking a compromise figure? 
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Mr. Bremiuurr. I made the suggestion in my testimony that the 
committee ought to take a good, hard look at that figure. We believe 
that is too 1ow. 

Mr. Jounson. I thought your point 6 covered that point, but you 
didn’t suggest an alternative figure. 

Mr. Bremiiier. We think it ought to be at least doubled and pos- 
sibly trebled. We think you ought to get your staff to take a good, 
hard look at that. As I recall, the $10 million figure might result in 
retraining about 13,000 people. 

Mr. Ferngacn. I think when that figure was constructed the as- 
sumption was that it would result in about 25,000 jobs at the then 
existing average level of payments. But the anticipation that pay- 
ment averages in this country would rise would whittle down the num- 
ber. 

Mr. Bremitier. They have already risen in many States. 

Mr. Jounson. I know they have. That is the trouble. I noticed 
that. 

Now the bill also provides, on page 10, line 19, a requirement that 
the locality put up 10 percent of the money for such industrial loans. 
Are you inclined to accept that as a practical allowance ? 

Mr. Bremiuier. Yes, we accept that as a practical requirement, so 
as to make sure that there is at least that much local participation in 
the program. And the more local participation, the better, it is per- 
fectly obvious, but we think that the 10 percent is a reasonable and 
realistic requirement. 

Mr. Jounson. Could I ask, for the record: Are there any cases, to 
your knowledge, where, by some kind of a bootstrap operation, either 
at the local Jevel or through State aid, that one could demonstrate that 
this kind of approach has already borne fruits? Can you identify 
for us any places where, on an experimental basis, this thing has 
worked with some success ? 

Mr. Bremiutzer. I will refer that question to Mr. Fernbach. 

Mr. Ferneacu. Well, in Pennsylvania there is now erected a sys- 
tem of State aid, although Pennsylvania people will appear before 
your committee and they will inform you of that, but they feel their 
resources are terribly limited in terms of the magnitude of the job. 
They have had a combination of local and State resources, with which 
to work on the tremendously distressed area problem they have, and 
they are asking for Federal assistance. 

Mr. Jonnson. The reason I asked my question is that, as a member 
of the Colorado Legislature some years ago, I voted for a measure to 
give what amounted to tax exemption for local bonds to see if this 
might not do the job. And several communities expressed a strong 
interest in the bill at the time we passed it. The record to date would 
not indicate that this attempt on the part of our State has had any 
great success. 

We are taking a completely different view of the matter now. I 
wondered if you know of any State, other than Pennsylvania, where 
one might say this sort of thing has been tried and does work? 

Mr. Fernsacn. Well, Congressman, we admire and we support local 
effort in every locality. In every locality the local people must grab 
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hold of their problems and give leadership in order to resolve it. This 
isbasic. We disagree with our associates of the chamber of commerce, 
who seem to think that only local effort can be applied to the solution 
of this, and practically every other problem. 

Experience has shown that the enraptured articles about what 
Altoona has done, Wilkes-Barre, Lawrence, and Lowell, Mass., that 
have appeared for years in many of our papers and magazines are 
worthy of note, because the local effort is significant, but they are still 
on the distressed area list. Even though most of the young folks have 
migrated, these local efforts, and small—not to discredit them— 
necessarily small State efforts, are insufficient. 

Mr. Biemiller made reference to a Wall Street Journal article of a 
week ago about West Virginia. West Virginia has a very serious prob- 
lem of distressed areas, but because of the very fact of the absence of 
adequate enterprise in the State and the lowness of income levels, it 
also has a very serious fiscal problem. 

The resources of West Virginia, for example, of Rhode Island, and 
other States which face this problem, are very scant to provide the 
ordinary services which those citizens need. Their resources to throw 
into the distressed area problem and its alleviation are very small. 

Mr. JoHnson. Some years ago I discussed this question with a well- 
known economist, and I was told by him that one should not be con- 
cerned about distressed areas, said he, because these areas do not 
attract industry and these people ought to move out. Apparently 
he assumed that if there weren’t jobs to locate them, they would move 
elsewhere. 

I gether from your testimony that you don’t share that view. 
Would you care to comment on it ? 

Mr. Fernnacn. I think our testimony reveals that we don’t share 
that view. We don’t believe in a stagnant economy. America is the 
most mobile country of the world. More people are moving in pur- 
suit of jobs and for other reasons than in any other country of the 
world. 

We are a vital people. We do not stay put. But, on the other 
hand, I don’t think it can be assumed that vast communities, in which 
millions and hundreds of millions of dollars have been invested in 
homes, in churches, in schools, in commercial establishments, where 
Americans have been born and have buried their dead—that these 
communities are simply expendable. 

We are a rapidly expanding population, we soon will have 200 mil- 
lion people. I don’t believe that we can view any part of America as 
being expendable. I think we have to help some of our communities 
find out what they can most effectively do to forward their own wel- 
fare and the welfare of the country. I think that is the kind of a 
thing that this bill helps do. 

Mr. Jonnson. You state it very well. 

Mr. Chairman, I would like to have inserted in the record the 
article from the Wall Street Journal of Wednesday, March 4, with 
respect to West Virginia, 

Mr. Parman. Without objection. 
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(The article referred to is as follows :) 
[From the Wall Street Journal, Mar. 4, 1959] 


Troustep STaTE—WEsT VIRGINIA REMAINS IN SLUMP AS UNITED STATES HEAps 
Back TOWARD PROSPERITY—-MINE MECHANIZATION, SLIM CoAL DEMAND IDLE 
Many; “Mottycrus” Heres HigHTrorp—SENATE HEARINGS OPEN TODAY 


(By George Lawless, special correspondent of the Wall Street Journal) 


Hiecurop, W. Va.—‘‘It’s worse than Cleveland,” exclaims peppery 87-year-old 
W. L. Hudnall, a long-time resident of this tiny community tucked in a West 
Virginia mountain hollow. Mr. Hudnall refers not to the city on Lake Erie but 
to the days of President Grover Cleveland, whose second term began amid the 
panic of 1893. 

Since Cleveland’s era, hard times have visited this drab soft-coal mining set- 
tlement with woeful frequency. Now Hightop and scores of other coal “camps” 
dotting the coal fields of West Virginia, Kentucky, Pennsylvania, and southern 
Virginia are again in the grips of a depression—at a time when most of the 
United States is moving back toward prosperity. 

The plight of the coal fields is adding fuel to efforts of many Democratic 
Congressmen to push through a program of special Federal aid for such still- 
depressed areas. A U.S. Senate subcommittee considering such legislation will 
hold hearings today in Charleston, West Virginia’s capital. The subcommittee, 
headed by Senator Douglas (Democrat, Illinois), will move on to Beckley, 
W. Va., tomorrow and to Morgantown, W. Va., on Friday to collect further data 
on the State’s troubles. 





MINERS’ BLACK FUTURE 


Joblessness is never pleasant, but this time, for many miners still in the prime 
of life there no longer is much hope of another job in the mines in their life- 
times. Many thousands have been displaced by mine mechanization and declin- 
ing consumer demand. 

Hightop is one of a series of coal camps strung along the 11-mile valley of 
Kelleys Creek, some 20 miles east of Charleston. Dismal even in prosperous 
times, the camps’ coal-crusted shacks have grown still more depressing to the 
eye; many are deserted and in total disrepair. Often the 4-room, frame struc- 
tures were built and owned by the coal company whose mine tipple juts nearby. 

Once a lively regioon with over 5,000 residents, the Kelleys Creek hollow now 
contains less than half that number and fewer than 300 of those work in the 
pits. Most of the rest are unemployed. More often than not they exist from 








day to day on “mollygrub,” the local nickname for Federal rations of surplus | 
flour, cornmeal, rice, and butter. Mr. Hudnall’s small pension enables him to | 


eke out what the valley folk term a “cornbread living.” 


SURPLUS FOOD, STATE AID 


Even among such major unemployment sore spots in the Nation as Detroit, 
West Virginia stands out as a prime area of deep economic and social distress. 
Some 15 percent of the State’s work force of 500,000 are jobless, compared with 


a national figure of less than 7 percent and with Detroit’s 12 percent. And of | 


West Virginia’s total population of roughly 2 million, some 15 percent, equal 
to 300,000 persons, are at least partly dependent upon federally provided sur- 


plus food handouts. Over 117,000 persons in the State receive checks from | 


the State department of public assistance. 

Because of its heavy reliance on coal—it’s the Nation’s largest soft-coal 
producer—West Virginia is in markedly worse condittion than some of its coal- 
producing neighbors such as highly industrialized Pennsylvania and agricultural 





Kentucky and Virginia. In 1958, West Virginia’s total coal production sank to | 
117,928,000 tons from the 156,842,000 tons mined in 1957. In the peak postwar | 


year of 1947 the State produced 176,157,000 tons of bituminous coal. 

Mine employment has declined even more sharply than producttion. West 
Virginia miners numbered less than 70,000 last year, compared with 124,952 
in 1948. 

Along with decreased demand for coal, resulting from intense competition 
from oil and natural gas for home heating, industrial, utility, and railroad uses, 
has come the adoption of a host of automatic mining tools. Nearly 98 percent 
of the coal mined in West Virginia last year was mechanically produced. 
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ONE MACHINE VERSUS 60 MEN 


A large coal-cutting and conveyor-loading machine, installed at a cost of 
$100,000 or more, requires a highly trained (and highly paid) crew of four to 
six operators. Yet it produces twice as much coal as a 60-man team of hand- 
loaders could a decade ago. From a 1948 postwar peak of 441,631, the num- 
ber of bituminous miners employed in the United States has dwindled to an 
estimated 180,000 at present. Mechanically loaded bituminous coal from under- 
ground mines in the United States now constitutes a little over 85 percent of total 
production, compared with only 35.4 percent in 1941, according to the U.S. Bu- 
reau of Mines. Ironically, the American coal miner remains the world’s highest 
paid industrial worker, with an average hourly wage of $3.05, compared with $3 
for steelworkers. 

Hard times in coal have made West Virginia one of the few States to suffer 
a net population loss since World War II. More than 100,000 persons left the 
State in that period, many of them young workers. When the State paid a 
Korean war bonus last year, it found that more than 40 percent of the bonus 
checks were mailed to out-of-State addresses. 

Unemployed West Virginians have not gained jobs in proportion to the mas- 
sive capital outlays that have been made in the State since World War II. Some 
$15 billion has gone into industrial expansion, much of it in the form of basic 
chemical plants along the Ohio River. But chemical production for the most 
part requires a relatively few highly skilled workers. 

Last month, for example, Goodrich-Gulf Chemical Co. started up a big $10 mil- 
lion polyester resin and film plant at Apple Grove, W. Va., along the Ohio River. 
But even at full-capacity operations the plant will only employ about 200 workers. 
When Goodrich-Guif began accepting job applications early in January, over 
2,000 applicants lined the streets near the firm’s employment office. 

Kaiser Aluminum & Chemical Corp.’s $216 million aluminum smelting plant 
on the Ohio River at Ravenswood, W. Va., employed nearly 5,000 workers during 
its construction stages, but only about 1,750 permanent employees are working 
there now. 

PLIGHT OF THE PEOPLE 


The plight of the Mountaineer State is plainly apparent in the stark poverty 
of those who inhabit the ramshackle dwellings in the mining hollows. 

Talk, for example, with Charles J. Dunbar, who owns a small grocery store 
at Blakely, not far from Hightop. “My grocery business is worse now than 
during the 1930’s depression,” asserts Mr. Dunbar. “I’ve got about 140 families 
on the books for $56,000 in debts. Most I ever had during the 1930’s was $20,000. 
Sure, I know I won’t get most of it back, but these people are hungry.” 

At the Blakely Elementary School, Principal-Teacher Miss Mary Burke asked 
her class of 30 second graders: “Children, how many of your daddies have jobs?” 
Only 13 hands went up. Miss Burke, who is in her seventies, came out of retire- 
ment 2 years ago “because nobody else would take the job.” 

“Our kids are being carried on the school-lunch program. Sometimes we don’t 
have a bite in the house,’ admits Mrs. George W. Fields in a tone of embarrass- 
ment. “I have to wash their clothes by hand every other day to keep their backs 
covered. 

“We had a good Christmas,” volunteers Mrs. Fields. ‘The churches and people 
here gave us clothes. Until then the children hadn’t had shoes.” 


FOUR IN ONE ROOM 


Mr. Fields, a gaunt, hollow-eyed man of 50, typifies a tragedy not uncommon 
among the older miners. Disabled from a back injury, he has been jobless since 
1948 and exists on a $22-a-month State pension, to which is added an $87-a-month 
allotment for dependent children. The family of four sleeps in one room of a 
squalid two-room shack, for which they pay $12 a month rent. 

Of the many West Virginia miners who have migrated to big industrial centers 
such as Detroit and Cleveland to escape the uncertainties and physical hard- 
ships of the coal industry, some have been forced back home by plant layoffs 
only to grapple again with the depression in coal. 

“T went to Detroit in 1954 when it got tight around here and worked as a 
welder for 17 months in the Chevrolet plant,” recalls Delbert Page, a hawk- 
faced, stooped man with 20 years experience in the mines. When Mr. Page re- 
turned to West Virginia, he obtained a shortlived job at the Amherst Coal Co. 
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“I got cut (from the mine) last May 16. There were 125 of us laid off that one 
morning.” 

Mr. Page, a widower, spends much of a $30-a-week unemployment check “to 
keep my daughter in school.” Two brothers who live nearby also are jobless 
miners. The disheartened Mr. Page offers little hope to his creditors. “If I 
owe any, they’re going to wait a long time. I’m not paying. What’llI do? It’s 
beyond me. I don’t know,” he says, his voice trailing off. 

Look down the near-deserted main street of Cedar Grove, the chief shopping 
center for the small communities along Kelleys Creek, and you can see how some 
bills are being paid off. A handful of unemployed miners daily sweep the 
town’s gutters as payment to the municipal water works. 


A THREAT TO THE FUTURE 


The miners’ present misfortunes contain a threat to the health of future coal 
operations as well. “It’s the younger fellows and the old men who concern me 
most—but for different reasons,” says the vice president of a West Virginia coal 
company. “The young fellow can get out and find another job, perhaps in an- 
other State, and we lose him to the coal industry forever. 

“We need these young men, but we can’t hold them because of the seniority 
panels,” he goes on. These, he explains, are lists kept by both company and the 


union noting length of service. “When we have layoffs, we tell the men not to | 


leave because they’ll lose their seniority. We keep track of them and send them 
a registered letter when an opening comes up. If we don’t hear from them in 5 
days we assume they don’t want the job.” 

Because young miners move around more frequently than the older men, 
they often miss out when their names come up. Notes the coal executive: 


“Most of our workers are middle-aged ; the average age is 46. Our payroll is | 
about 200 now. We allow it to go down through normal attrition. When men | 


quit or retire we don’t fill the job. The answer is efficiency. Today we get twice 








as much production out of the same machinery we had five or more years ago.” | 


“It’s the older fellows I feel most sorry for. The men who are laid off when 
they’re between 50 and 60 years of age,” says the mine official. ‘“They’re too 
young to retire—and they’re employable—but who’s going to give them a job?” 

Men in this age bracket can’t wait for the boom in coal demand which industry 
leaders predict will surely follow present doldrums. Bituminous coal produc- 
tion will nearly double within the next 10 years to supply the needs of both an 
expanding U.S. economy and increased exports of the fuel, predicts J. P. Routh, 
chairman of Pittston Co., a large producer. 


What can be done to ease West Virginia’s current unemployment difficulties? | 


To date, most attempts at a long-range solution have had scant effect and stop- 
gap measures, too, have shown serious shortcomings. For example, last month, at 


the request of the State’s two U.S. Senators, the U.S. Department of Agriculture’s | 


Marketing Service sent an additional 57 carloads of surplus foodstuffs into the 
State. And the usual monthly quota is being shipped in advance to replace 
depleted supplies. 


But the Federal surplus food ration, consisting of 30 pounds of flour, a bag | 
of cornmeal, 2 pounds of rice, and 10 pounds of butter monthly for a family of | 


four, provides only about one-third of the minimum dietary requirements for a 
family, according to the State health department. A family living on surplus 
food “would need to spend at least $12 a month on carefully selected meats and 
vegetables to get the needed proteins and minerals; otherwise, the commodities 
issue means slow starvation,” observed a health department official. 


AVERAGE PAYMENT: $32 A MONTH 


Of the 117,211 persons who received cash allotments from the State’s Depart- 
ment of Public Assistance last year, only 8,371 had some other type of income, 
generally small social security checks. The average payment (aside from those 
going to parents of dependent children who can receive up to a maximum of 
$165 a month) runs about $32 a month. 

Out-of-work members of the United Mine Workers receive a limited amount 
of medical care under the union’s welfare program and some individual locals 
have made voluntary contributions to the needy in their communities. 

However, not a few miners blame the UMW itself for a good share of their 
problems. They charge its relentless drive to win substantial wage boosts forced 
mine owners to push coal mechanization at a rate that ran far faster than either 
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the coal industry’s or the general economy’s ability to absorb the misplaced 
men. 

“It’s done a lot of good for the ones that are working, but it’s sure played 
hell with us who ain’t got jobs,” says one oldtime miner, referring to the 
UMW’s wage efforts. 

The UMW also draws a strong criticism from laid-off miners for its latest con- 
tract in which coal operators, exclusive of the “captive” mines owned by utili- 
ties and steel companies, agreed not to handle nonunion coal. This is coal pro- 
duced by small mines unorganized by the UMW, which generally pay lower wages 
than the UMW scale. Some large operators have in the past purchased such 
coal, selling for less than that produced in their own union mines, for resale 
through their marketing outlets. 

It’s not yet certain how effective the UMW contract’s enforcement machinery 
will be in choking off the flow of nonunion coal. But miners who work the 
nnorganized pit and strip operations believe the big union is unfairly destroying 
their jobs. 

DEMAND SCARCE SKILLS 


West Virginia unquestionably has been successful in attracting new industry. 
But the big new chemical plants lining the Ohio River, in addition to requiring 
relatively few workers to man their highly automated operations, also demand 
skills which few mining folk can readily master. 

To provide immediate jobs for such unskilled workers, Republican Governor 
Cecil H. Underwood has asked the State legislature to appropriate $50 million for 
new schools, roads, and other public works projects. But observers in the State 
capital believe the Governor may have to settle for much less. 

The State lawmakers in their current session are expected to raise about $10 
million a year in additional revenue for roadbuilding by boosting motor vehicle 
license fees, levies on property deeds, and possibly gasoline. 

Needless to say, tax policy in a depressed State presents difficult problems. 
Legislators are loathe to boost taxes on already hard-pressed individuals. And 
they’re almost equally unwilling to increase taxes on business and thus possibly 
frighten away some of the industry the State needs. 

West Virginia at present has no State income tax, but some groups—notably 
AFL-CIO officers—have strongly urged one. Legislators currently are debating 
a personal income tax measure which would bring in about $18 million, but its 
passage is in serious doubt. 

One obvious measure—a severance tax on the removal of natural resources— 
has been frequently proposed and as often buried by the legislature. One bill 
of this type, which would have exacted a certain amount on each ton of coal, 
was killed earlier in the present session. 

What about exploiting State resources other than coal? 

West Virginia ranks sixth among the States in mineral resources. It has 
resources of natural gas and oil, salt deposits, and extensive stands of hardwood 
forests. Yet the State’s hilly terrain often presents nearly insurmountable 
obstacles in bringing commodities to market at an economic cost. 

The thought of potentially useful resources remaining locked in the mountains 
is especially frustrating to West Virginians who believe they could offer job 
opportunities to jobless young people. 

Gesturing toward young men loafing near his store, Grocer Charles Dunbar 
says: “We have young boys and girls around here going from door to door asking 
to do housework ; what kind of work is that for kids rights out of school? We 
have 12,000 acres of good timber land around here. These kids could be put to 
work foresting if someone would put in a small furniture or woodworking plant. 
But they won’t, because you couldn’t haul the products out. First we’ve got to 
build roads. But the State says it doesn’t have the money.” 


Mr. Bremitier. May I make one or two observations that in part fit 
in with a number of these questions that have been raised ? 

I made passing reference in my testimony to the Employment Act of 
1956. I don’t have to tell you anything about that act, Mr. Chairman, 
which you so effectively and skillfully put through the 79th Congress. 

We regard this bill before you as simply one of the many ways in 
which the Employment Act should be implemented by the Congress. 
That act clearly tells the Congress of the United States, and the execu- 
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tive, too, for that matter, that it has a responsibility in this area. I 
am hopeful that you will get this bill out and pass it, and I am hope- 
ful, as I know you are, Mr. Chairman, that you will be working on 
other legislation aimed toward implementing the Employment Act of 
1946. 

The AFL-CIO is so concerned about the distressing growth of un- 
employment in our economy, and the failure of our economy to provide 
jobs at a time when the gross national product is again increasing, that 
we have called a large meeting of our affiliated unions in this city on 
the 8th of April to try to dramatize the problem that exists in the 
United States today. 

We think the Spence bill is part of this program. We hope you will 
get it out, and I repeat, we will continue to work as you and your 
colleagues have in the past on other measures designed to meet this 
growing menace of unemployment in America. 

Mr. Parman. Thank you, sir. I am not willing to accept all the 
credit that the gentleman has so generously given to me. I well 
remember that he was one of the sponsors of the full employment bill 
too. And when the bill was introduced, of course, it provided for full 
employment, and the only compromise we made was to change the 
word “full” to “maximum”, with the intention of making it just as 
effective as full employment. And the gentleman worked on the 
steering committee. I well remember that the steering committee was 
very effective, and we have been successful, I think, in placing upon 
the statute books several good laws like that, with the help of unofficial 
steering committees in the Congress. 

Those steering committees have been very effective, although unoffi- 
cial, in getting some good measures through the Congress. 

Thank you, gentlemen, for your testimony. 

At this point, I will recognize Mr. Saylor, and without objection, he 
may revise and extend his remarks on this bill at this point. 


STATEMENT OF HON. JOHN P. SAYLOR, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Sartor. Mr. Chairman, ample proof of the need for depressed 
area legislation is contained in reports of surplus labor regions pub- 
lished by the Department of Labor, and reports submitted by various 
committees of the Congress, so my testimony will be brief. 

I have previously appeared before this committee in support of 
bills to provide economic stimulation for distressed areas, and I come 
before you now with the same request that I have presented in the 
past—that you report out with dispatch any bill, be it sponsored by 
a Republican or Democrat, that will be enacted into law. I am con- 
vinced that either one of my bills offers the most practical and effi- 
cient solution to the surplus labor problems, yet I am ready to sup- 

ort any reasonable legislative proposal that stands to meet the test 
in Congress and is acceptable to the executive branch. 

In the course of these hearings you will doubtless hear numerous 
accounts of widespread hardship, but it is an established fact that 
the mining and railroad centers of Pennsylvania and other coal-pro- 
ducing States are the most seriously injured areas. Industrial idle- 
ness set in a decade ago and, except for a brief period during the 
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Korean conflict, has persisted even through the peaks of general busi- 
ness activity elsewhere in the country. I can take you into home 
after home where there has been no paycheck for years. Here you 
will find the most willing and industrious people in all the world— 
skilled workers, intelligent workers, strong workers—solid American 
citizens who through no fault of their own are without job oppor- 
tunities. The majority of them are coal miners and railroad workers, 
but, of course, personnel in adjacent marketplaces and service in- 
dustries suffer a similar fate when these customers are deprived of 
buying power. 

You have heard theorists suggest that surplus labor in chronically 
depressed areas moves elsewhere in search of employment. Such 
recommendations are, of course, completely illogical and directly in- 
imical to the best interests of the Nation... The district which I repre- 
sent is rich in natural resources and ideally situated to maintain its 
vital role in a normal peacetime economy as well as in the defense 
structure. A considerable part of the ills of the coal industry, for 
instance, are directly attributable to Government policies which have 
deprived coal of its traditional markets. 

I do not propose to discuss the need for restrictions on residual oil 
imports at this time; I merely point out that a foreign product is 
displacing a domestic fuel and causing serious unemployment in our 
part of the country. In the first 2 months of this year, shipments of 
foreign residual oil entered U.S. markets at an annual rate equivalent 
in energy value to more than 70 million tons of bituminous coal. This 
figure amounts to approximately 18 percent of coal output for the 
country as a whole. Almost all of this tonnage would move by rail, 
so the loss is equally staggering to coal-hauling railroads. 

When these conditions are corrected, our unemployment problems 
will largely disappear. Meanwhile, it is a sad commentary on this 
Government to permit wholesale unemployment to persist in these 
affected areas. We are spending billions of dollars to fight poverty 
in faroff lands while many of our own people are destitute. More 
billions are being expended to broadcast and publicize the American 
story, but what I would like to know is how do we explain away the 
fact that from 4 million to 5 million of our own people are without 
work? How do our information experts convince foreign people 
that everything is rosy among the 10 million or 15 million American 
men, women, and children who have no means of suport ? 

It is the duty of Congress, Mr. Chairman, to provide for our own 

neral welfare before undertaking any world welfare programs, and 
poets that we now enact a program that has been neglected en- 
tirely too long. 

Depressed area legislation, regardless of what bill is approved, will 
go a long way toward getting our communities back on the road to 
recovery. I solicit your endorsement, but let us move as quickly as 
possible to put a measure into law. 

Our people have been waiting a long, long time. They will appre- 
ciate the committee’s early action to relieve their distress. 

Mr. Parman. Are there any other members here who would like 
to extend their remarks before Mr Conte is recognized ? 

If not, we will hear from Mr. Conte, of Massachusetts. 
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STATEMENT OF HON. SILVIO 0. CONTE, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Contre. Thank you, Mr. Chairman. 

Mr. Chairman, I want to thank you and the other members 
of your subcommittee for making it possible for me to appear here 
this morning in support of the area redevelopment bill I have 
introduced, H.R. 4259. 

At the outset, I want to apologize for not having copies for the 
committee. I hope before the day is over my office will be able to type 
them up and get them up here. 

Mr. Parman. It is our desire to give the gentleman sufficient time. 
Anything you don’t have time to present you may have the privilege 
of extending upon the record. 

Mr. Contr. Thank you. 

Mr. Chairman, I would like to thank you and the other 
members of your subcommittee for making it possible for me to ap- 
pear here this morning in support of the area redevelopment bill I 
have introduced, H.R. 4259. This legislation is the counterpart of 
S. 268, introduced by the junior Senator from Pennsylvania, Mr. 
Scott, in the other body. 

I don’t profess to be an authority on this subject matter. How- 
ever, the Scott-Conte bill, in my opinion, constitutes a reasonable, 
effective, and moderate approach to the problem of area redevelop- 
ment for our distressed communities. 

At this time I would like to outline, very briefly, the features of the 
Scott-Conte bill. 

The area redevelopment project is placed within the Department of 
Commerce with an Administrator equivalent to an Assistant Secre- 
tary. A Cabinet-level Advisory Board and a 25-man Public Ad- 
visory Committee are established, to assist in Jaunching the area rede- 
velopment program and to help guide it along useful lines as ex- 
perience shows the problems and opportunities resulting from this 
type of project. 

‘he Scott-Conte bill establishes criteria for loan eligibility, based 
upon specific levels of unemployment for industrial areas with sub- 
stantial and persistent unemployment. The bill extends redevelop- 
ment loans to rural areas with the largest number and percentage of 
low-income families, where there is substantial and persistent under- 
employment. 

The State or its instrumentality, or a responsible local redevelop- 
ment group with governmental approval, may submit area redevelop- 
ment plans and aid in obtaining loans for local redevelopment proj- 
ects. State or local governmental approval is required for all 
projects. 

The Seott-Conte bill authorizes appropriations for a group of three 
revolving funds totaling $200 million. It is to be emphasized that 
no direct grants are authorized, and that the money is to be appro- 
priated through regular congressional channels. The revolving fund 
loans will be constituted as follows: $100 million for industrial facili- 
ties, to exclude machinery or equipment; $50 million for rural de- 
velopment projects ; $50 million for public facilities. 
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The Secretary of Commerce is to determine a realistic rate of in- 
terest on all loans. No loans may be made if the funds required are 
otherwise available. 

Federal participation in any project, through loans, may not con- 
stitute more than 50 percent of the cost of the project. On the other 
hand, the minimum State or local government must make available 
at least 10 percent of the funds required. ‘The minimum private par- 
ticipation is set at 5 percent. 

The Scott-Conte bill sets 30 years as the maximum loan period. 
Technical assistance to aid areas in encouraging new industries is 
authorized, in the amount of $3.5 million annually. Vocational re- 
training programs, supervised by the Secretary of Labor, are author- 
ized. 

The Scott-Conte bill amends the Housing Acts of 1949 to permit 
the Housing and Home Finance Agency to give financial assistance to 

rojects in municipalities without regard to the predominantly resi- 
ential requirement in that act. My bill also contains a provision 
to assure that the prevailing rate of wage and 40-hour week, as pro- 
vided for in the Davis-Bacon Act, be observed in contracts under 
area redevelopment plans. 

The Scott-Conte bill contains a provision which seeks to channel 
Federal procurement into designed redevelopment areas. 

Those are the most important provisions of my bill, Mr. Chair- 
man. Of course, I would be delighted to discuss any of the bill’s 
provisions in more detail, if there are questions. 

At this time I would like to point to certain provisions of the Scott- 
Conte bill which I feel make the bill particularly worthy of consid- 
eration. 

First of all, the administration of the program is placed within the 
Department of Commerce. H.R. 3505, which is also before your 
committee, establishes a brandnew agency in the Government to ad- 
minister the program. I feel very strongly that we should avoid 
creating new governmental agencies where it is not necessary. Fur- 
thermore, a program such as this, dealing with business and com- 
merce, rightfully belongs within the Department of Commerce. I 
can see no reason whatever for placing it elsewhere. 

Secondly, the bill eliminates any provision for direct grants. H.R. 
3505, as you know, contains provisions for $75 million in direct grants 
for public facilities. I consider that a most dangerous precedent. 
Direct. grants for public facilities are bound to reduce the level of 
local initiative and interest. But even more alarming, direct grants 
would actually assist certain areas in stealing industries from other 
areas. The opportunities for abuse here are far greater than in the 
loan area. Let us say that city A, which is depressed, is planning 
public facilities. But suddenly this bill is passed and the city gets 
a windfall of X number of dollars for new public facilities. Now 
with the money it has saved—and must never repay—city A can offer 
special tax inducements to an industry in city B which will move its 
operations to A. The possibilities for flagrant abuse are clear. 

As a New Englander, Mr. Chairman, I have another reason to 
oppose direct grants for public facilities. For decades now, my 
State and others in the northeastern United States have been losing 
industries to the South and other less developed parts of the United 
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States. The record shows that direct Federal grants are usually 
given to less developed States at a rate two to three times greater per 
tax dollar contributed, than is the case in Massachusetts. In all good 
conscience, I cannot support direct grants for public facilities when I 
know that these funds will go to help make more attractive areas 
which are intent on luring away our industries. 

I have no objection to loaning funds for public facilities. I know 
that in that loaned funds will be more fairly distributed. You will 
note that the Scott-Conte bill contains provision for $50 million in 
loans for public facilities. 

But direct grants for this purpose would work to the prejudice of 
communities which have been saving to help themselves for years 
and years. We have heard of thousands of local redevelopment 
groups all over the country. In my own district, there are several 
such outstanding groups, including the Northern Berkshire Develop- 
ment Corp., which has raised $190,000 for encouraging new indus- 
trial projects. We have other outstanding groups in Pittsfield, Great 
Barrington, Greenfield, and other areas. 

If we enact a bill containing provision for direct grants, any com- 
munity—even if it has never done anything to help itself—can apply 
for such loans if its situation is serious enough. I think this would 
be most unfair to those communities which have been striving for 
years to help themselves. 

At this point, Mr. Chairman, I would like to quote from a letter I 
received a few days ago from Roger Jewett, executive director of the 
Northern Berkshire Development Corp., in North Adams, Mass., the 
area with the most severe unemployment in my district. Mr. Jewett 
wrote in part: 

* * * We believe there is justification for Federal aid in this field of indus- 
trial and economic redevelopment of an area. As our friends in Lowell and 
Lawrence, Mass., would point out, there is a limit to which a local area can go 
for financial assistance. Communities such as ours face major problems of 
economic rebirth and rebuilding. A long-range program of redevelopment must 
be carried out. The answer is not to be found by providing temporary PWA- 
type projects. It can only be found in the actual rebuilding of or in the tearing 
down and redevelopment of certain areas within a community that will make it 
attractive and economically expedient for industry to locate there. 

In this sense, it is not competing with other areas that are economically sound 
but rather doing that which is essential to maintain the economy of the distressed 
area as a part of the economy of the Nation as a whole. In this type of develop- 
ment, the Department of Commerce is the agency that should be involved for 
this is primarily * * * an industrial redevelopment problem. Federal aid of 
this type is justified only on a loan basis so that an area is simply borrowing 
funds which are to be repaid on the basis that the loan is justified and will 
produce the return that will enable the community or its organization to pay 
off the loan. 

Before I close, Mr. Chairman, I would like to point to one other 
reason why I feel your committee would do well to report out the 
Scott-Conte bill or similar legislation. 

For 3 days now, you have been hearing witness after witness relate 
the great need for area redevelopment legislation. I think that the 
Congress already recognizes that need and is anxious to pass legisla- 
tion. 

But, Mr. Chairman, we all recognize that H.R. 3505 stands a good 
chance of encountering a Presidential veto. In view of the President's 
veto of last year’s area redevelopment bill, it surely seems unlikely that 
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he would approve H.R. 3505. I have no special pipeline to the Presi- 
dent, but that is most surely the way the evidence looks to me. 

Now, Mr. Chairman, the administration has also proposed an area 
redevelopment bill this year. We all know that it covers only a frac- 
tion of the ground covered by H.R. 3505, and many of us feel that 
it would be inadequate to meet the serious problem of our distressed 
areas. 

As you know, the Scott-Conte bill seeks to find a middle ground 
between the two relatively extreme positions of H.R. 3505 and the 
administration bill. I am confident that a majority of Members of 
Congress favor the type of provisions included in the Scott-Conte 
bill. It is my sincere belief, although I speak in no official capacity 
for the administration, that it would have a far better chance of escap- 
ing a Presidential veto than would H.R. 3505. 

Mr. Chairman, I respectfully suggest that what we all want is 
effective area redevelopment legislation at the earliest possible date. 
In view of that goal, I suggest that approval of the Scott-Conte bill 
or a similar measure by your committee would be more in the real 
interest of our depressed areas and their unemployed people than would 
any other course of action which is now open to you. 

Mr. Patman. Thank you very much, Mr. Conte. 

Are there any questions ? 

Mr. Burke. Mr. Chairman, for the record, I would like inserted 
in the record the bimonthly report prepared as of January 1959, as 
it affects Massachusetts. On page 13 of areas of substantial labor 
surplus, major areas included or the cities of Boston, Brockton, Fall 
River, Lawrence, Lowell, New Bedford, Springfield-Holyoke, and 
Worcester. And in the smaller areas are included the cities of Fitch- 
burg, Greenfield, Haverhill, Marlboro, Milford, Newburyport, North 
Adams, Pittsfield, Southbridge-Webster, Taunton, and Ware. 

In other words, we have several surplus labor areas in Massachusetts. 
In fact, the city of Lawrence has an E classification, according to 
the Secretary of Labor, and the city of Lawrence, I believe, has had 
the help of the Federal Government given under present law, and 
apparently that help is insufficient. 

Now the question to my colleague from Massachusetts is: Does he 
believe that his bill will bring about improvement in these Massa- 
chusetts cities and towns? 

Mr. Conte. Yes, I do, Congressman Burke. The big difference 
between my bill and the bill that this committee is considering is the 
$75 million outright grants, and cutting down the rural area, of which 
we have none in Massachusetts, $50 million. I definitely feel it will go 
a long way. 

We have many industrial development groups up there, as you 
know, and the Department of Commerce is doing an excellent job in 
Massachusetts in trying to attract the electronic industries to take 
the place of the soft goods industries, and the leathers, cottons, and 
wools, which have moved down South. 

Many of these local groups, such as this one in Greenfield, have 
gone out and raised a considerable amount of money. 

I think if a bill such as this goes through, and we can match this 
money on a 50-50 basis, it will go a long way to build new factories 
and induce electronic and other industries to come into Massachusetts. 

Mr. Burke. That is all. 
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Mr. Parman. Are there any other questions? 

Mr. Miuier. Mr. Chairman. 

Mr. Patman. Mr. Miller. 

Mr. Miter. I went to school in the district represented by the wit- 
ness during the 1930’s. I know North Adams very well. I wonder if 
you would care to compare the gravity of the situation as it exists 
today in your congressional district, with respect to the way it existed 
in the 1930’s, because although you say that Congress is well aware 
of a need for a bill of this kind, there are many of us who are not 
completely aware of it, and we need graphic evidence, and a compari- 
son with a prior desperate time is necessary. 

Would you care to comment on that ? 

Mr. Contr. Yes, Congressman. Of course, it is not as great as 
in the thirties. I was a little tot then, but I remember my dad being 
unemployed. General Electric, which is the big employer in that 
particular area, is down somewhat in its employment. But fortu- 
nately, through defense contracts, we have been able to hold the line 
fairly well. 

Where we are really hard hit—and I would say it compares very 
much so with the early thirties—are towns like North Adams and 
Adams, which were principally textile, shoe, and wool towns. Those 
factories have walked out, lock, stock, and barrel, closed their doors, 
and left thousands of people unemployed. 

Even with all the work that these groups have done, in bringing in 
new industries in my particular locality, unemployment in that area 
right now is about 20 percent. 

Mr. Mirier. And your testimony indicated—you used the words 
“these bills,” referring to H.R. 3505 and the Flood bill—that these 
were “extreme positions of these bills,” and I want to give you the 
opportunity to reaffirm or modify that statement, as to whether you 
really feel that H.R. 3505 is an extreme position. 

Mr. Contr. Well, I think I have made myself clear. I feel it is 
extreme in the $75 million outright grants. It is against my philos- 
ophy and my thinking that we should give outright grants, and sta- 
tistics which I have here prove that where we have had outright 
grants, the amount of money that Massachusetts pays into the Fed- 
eral Treasury in taxes, they get back a ratio of about 20 to 1, whereas 
the Southern States, which have taken our soft goods industries— 
and I sympathize with the South, but where they have taken our 
soft goods industries—receive a much greater tax refund on these 
Federal aids, and the ratios of Alabama and Florida and Georgia, 
which have taken a lot of our industries, the ratio there is 5 to 1 and 
7 to 1, in the amount of money that they get back in relation to the 
amount of taxes paid into the Federal Treasury. That is where I 
feel that the bill is extreme. 

Then also on rural aid, I feel that $50 million is adequate and would 
cover the situation. 

Mr. Miter. Just one short additional question. Do you have 
any assurance that if your bill were substituted for H.R. 3505, that 
it would receive the signature of the President ? 

Mr. Contr. Well, as I said, I have no direct pipeline to the Presi- 
dent, but certainly it is a compromise. I was 8 years in the State 
senate, and I had the honor of serving with Congressman Burke 
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there, and I found out one thing, if one thing alone, in the legislature, 
that government is the art of compromise, and certainly if we can 
compromise here and find a middle of the road—and this isn’t a bad 
bills; I think it provides enough money to carry out the program—— 
that maybe we can prevail on the President to go along with this bill. 

Mr. Miter. That is all. 

Mr. Parman. Thank you, sir. 

Dr. Morgan is here, and it is very necessary that he get over to 
the ceremonies very soon. 

Mr. Slack, in view of that, you wouldn’t object to him going ahead ? 

Mr. Stack. Not at all. 

Mr. Parman. Could you present your views in about 5 minutes, 
Mr. Morgan ¢ 

Mr. Morean. Yes, sir. 

Mr. Parman. Thank you. You may proceed. 


STATEMENT OF HON. THOMAS E. MORGAN, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Morcan. Mr. Chairman, I certainly appreciate your putting 
me on at this time, as the President of El Salvador is going to address 
a joint session. And just before I left my office the Speaker called 
me and wanted me to be on the floor at 10 minutes to 12. So I will 
only take 5 minutes. 

Mr. Parman. All right, sir. 

Mr. Morgan. Mr. Chairman, members of the subcommittee, I ap- 
preciate the opportunity of coming before you this morning to discuss 
area development legislation. I was glad to join with other Members 
of Congress in sponsoring ene of this kind during the 85th 
Congress. I introduced a similar proposal at the beginning of the 86th 
Congress and have also joined as a cosponsor of the Douglas-Flood bill. 

I represent the 26th Congressional District of Pennsylvania, com- 

rised of Washington, Green, and Fayette Counties, where we have 
nad a serious and chronic unemployment problem for some years. 
Chronic unemployment is usually the result of some basic economic 
change which affects a community’s primary source of jobs. In my 
district, the decline of the coal industry upon which the economy of 
a large part of the area is dependent, has been one of the chief factors 
in creating our unemployment situation. This decline in coal em- 
ployment can be attributed in part to the depletion of coal deposits, 
the supplanting of oil and gas for household heating, the competition 
of low grade fuel oil for industrial use, and to some technological 
changes. 

Recent figures from the bureau of employment security at our State 
capitol in Harrisburg indicate that in Green County in my district, 
approximately 16 percent of the labor force is unemployed; in Wash- 
angton County, 15 percent is unemployed, and in Fayette County, 
25.9 percent is unemployed. The figures in Fayette County represent 
the highest rate of unemployment in any county in Ponesitinia. In 
fact, from the information available, there is no area in the entire 
United States to compare with it. 

The development of the coal and coke industry in Fayette County 
increased the population from 80,000 in 1890 to 200,999 in 1940. At 
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that time the bituminous coal fields in this area consisted of one-half 
million acres, or 9-foot vein of coal. Today this vein of coal is prac- 
tically exhausted and of the one-half million acres, only 3,400 acres 
remained as of July 1 of last year. The people employed in the coal 
industry in Fayette County dropped from 14,433 in 1945 to 2,500 in 
1958. 

The beehive coke industry in this area has also been gradually sup- 
planted through the more economical production of byproduct coke. 

Mr. Chairman, there are presently in the County of Fayette 38,810 
people who are eligible to participate in the Federal Government’s 
program for distribution of surplus foods; in Green County there are 
9,040 recipients of surplus food and in Washington County approxi- 
mately 38,000 people receive surplus food. These figures represent 
approximately 20 percent of the population of each of these counties. 

xtensive efforts have been made by the communities in my district 
to bring in new industries or to expand the existing businesses. These 
local groups have conducted promotional campaigns, fund raising and 
plant building programs. Despite their valiant efforts to literally lift 
themselves by their own bootstraps, however, existing local and State 
resources have proven insufficient for the job. In fact, the local 
groups are now scraping the bottom of the “community fund barrel,” 
and unless a new source of funds is found, the industrial development 
programs in these communities will come to an end. 

r. Chairman, the problem facing the communities in my district 
is the same problem which faces many communities in other congres- 
sional districts—providing jobs for those willing and able to work 
and attracting and holding good employers who can supply these 
jobs. I know that my people do not want charity, nor do they want 
public assistance grants. What they do want is employment. They 
want jobs. They want the prospect of work and new industries. This 
in itself will bring about a more healthy community life and a fuller 
utilization and development of our human resources. 

This legislation to establish an effective program to alleviate con- 
ditions of excessive unemployment in certain economically depressed 
areas holds real promise of practical and effective assistance. I be- 
lieve this bill goes direct to the problem, and if passed, would be an 
incentive for communities with a surplus labor force to try to solve 
their problems. I believe the adoption of this legislation will bring 
hope and opportunity to many areas. It has my wholehearted sup- 

rt, 


Mr. Patman. Thank you, Dr. Morgan. And you may revise and 
extend your remarks. 

We will now call on Mr. Slack. 

Mr. Slack, we appreciate your allowing Mr. Morgan to precede you. 

We are delighted to have you, Mr. Slack. You may proceed. 


STATEMENT OF HON. JOHN M. SLACK, JR., REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Stack. Mr. Chairman and members of the committee, I ap- 
preciate the consideration you have afforded me in permitting my 
appearance before your committee. 

he general topic under consideration before this committee is sec- 
ond to none in national importance, and the actions to be taken as a 
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result of these hearings will have far-reaching consequences. The 
economic redevelopment of those areas which have lost step in the for- 
ward march of our national progress is no longer a matter of inter- 
est to a few Members of Congress or to a relatively small percentage 
of our citizens. 

It is demonstrably a national challenge, arising out of national and 
even international trends, and of increasing interest to more persons 
every year. The manner in which it is approached, and the extent to 
which it is recognized for what it actually is, will go far toward en- 
couraging or discouraging national unity of thought and purpose in 
our struggle to maintain economic leadership among the peoples of 
the world. 

Our people today pay high taxes, and with their money we support 
and maintain foreign aid programs of many kinds, reciprocal trade 
agreements, international Sostee arrangements, worldwide activities 
through the United Nations, foreign development programs and over- 
seas information services. All of these activities are perhaps worthy 
of support, and are possibly a necessary part of our role in the world 
situation of today, but they are a sedkiey and a sham if we do not 
first and foremost adequately protect our own people here at home. 
For no matter how generous our intentions abroad, no nation over- 
seas has a prior claim on us above and beyond that of our own people 
for food and shelter and the right to an opportunity to earn a decent 
livelihood. 

At first glance it seems strange indeed that we must consider legis- 
lation of this kind at all. As a nation we are generally prosperous 
today. At the end of 1958 our gross national product had reached 
an annual rate of $453 billion, an alltime high and an increase of 
$13 billion over the previous year. Personal income hit a new high 
also, reaching a rate of $362.3 billion annually in January, an increase 
of $13.5 billion over the preceding year. Construction and new hous- 
ing are increasing, and the indications are that, with the exception 
of a few industries and a few areas, most of the ground lost during 
the 1958 recession has been regained. 

Total unemployment has declined slightly, to 4,724,000, and con- 
stitutes 6 percent of the labor force, as against 7.6 percent a year ago. 

In the face of these figures, however, we must acknowledge that 
there are areas which do not respond to the upturn of the business 
cycle, but remain dormant or continue to decline as our economy 
progresses. These areas are the victims of a special situation, and 
their recent history marks them as forerunners of serious trouble in 
the future. Their circumstances underscore the need to begin action 
to solve their special problems now, that we may learn today on a 
pilot basis the procedures which will be effective wherever the situa- 
tion may develop tomorrow. 

On the basis of facts established there is little disposition to dispute 
the causes of chronic unemployment in particular areas. It is directly 
traceable to technological advancement by industry. We in the Con- 
gress support and actively encourage the increase of technical skill 
and productivity in business and industry. Much has been said 
recently about the threats from our enemies overseas, and fear has 
been expressed that they will surpass us in technical skills. All of 
us know that we as a nation cannot afford to be second best in the 
international race for top industrial skill. 
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But some byproducts of this progress are, as in this case, problems 
in terms of displaced human beings. The advance of machine adds 
muscle power to our national strength, but at the same time forces 
some of our people into permanent idleness. They become casualties 
of the battle for international survival, with none of the protection 
afforded the casualties of any other type of conflict or disaster. 

We are actively encouraging programs designed to increase and 
accelerate the education of scientists and engineers. Their efforts 
will be reflected throughout our economic life in the years to come, 
and the pace of technological advance must inevitably quicken as 
their knowledge is brought to bear on existing methods and processes. 

Already, however, the rate of technical progress has created a pool 
of chronically unemployed. It has happened gradually but steadily 
over a period of years, and in the face of growing national prosperity. 
The trend is established, and knows no State or industry boundaries. 
I call your attention to some findings of a special study of postwar 
job loss published recently in U.S. News & World Report. 

Since the close of World War II, the output per worker has in- 
creased 19 percent in the steel industry. Asa result, the steel industry 
in 1958 employed only 536,000 workers. If output per man had been 
the same as in 1947-49, steel companies would have needed 637,000 
workers to produce the same tonnage. 

In automobiles the loss during the past 10 years because of higher 
output per man is estimated at 132,000 jobs. An additional 48,000 
jobs were lost because of the importation of foreign cars. 

In the oil refining industry there is an estimated loss of 71,800 jobs 
during the past 10 years. 

In coal mining there has been an estimated 46 percent increase in 
efficiency due to mechanization. In 1958 there were 195,000 employees 
in bituminous mining, but for the same output, as produced in 1948, 
rr would have been required 95,000 more workers than are needed 
today. 

You have heard from many other sources the details of the effect 
of mechanization on the coal industry which, on an industrywide basis, 
has been first and hardest hit. I do not intend to review those details. 
I offer for your serious consideration, however, the knowledge that 
only a few weeks ago in my own State of West Virginia a mechanized 
mine was opened which will produce 50 tons of coal per day per man, 
as compared with the average of 10 tons per day by conventional pick 
and shovel operation. 

This is technological advance run rampant. Yet, mine owners must 
mechanize to survive. They must be competitive nationally and 
internationally or they will lose markets to other fuels. What has 
been happening to coal will eventually happen throughout industry 
as we develop increasingly eflicient machines and processes. It has 
been happening in other industries already—in textiles, leather prod- 
ucts, and railroading, to name a few. 

Recently a spokesman for the Michigan Unemployment Compensa- 
tion Commission stated that, although the production of passenger 
cars is 12 percent ahead of a year ago, automotive employment is down 
30,000 from that date, and stated further that the city of Detroit has 
developed a hard core of about 200,000 unemployed who just aren’t 
going back to work in the plants. 
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The Wall Street Journal cites countless examples of increased 
productivity per man-hour, in everything from television to paper 
products and from floor wax to camera parts. The industrial drive 
for greater man-hour productivity is unceasing, and is a recognized 
part of the enterpriser’s plan for success. 

The trend is not confined to this country ; it is not based on national 
characteristics but rather on the forces which drive an industrial econ- 
omy. Recently the A. V. Roe Corp. of Canada laid off 15,000 men on 
5 hours’ notice, and suspended the production of the Avro Arrow, 
Canada’s finest supersonic interceptor plane. There was nothing 
wrong with the product or the workers, but the Arrow had been super- 
seded by a new missile which is cheaper and more efficient. 

If this can happen in supersonic aircraft, what industry or indus- 
trial region can feel certain about its status a year hence / 

The foregoing statements add up to just one conclusion: The coal 
industry is far from alone in this situation. It has been first to feel 
the effects of technological advance, and its employees have seen the 
byproducts of that advance left unattended, with the result that tem- 
porary idleness has hardened into chronic unemployment with no 
hope for a return to work in the future. The condition of the unem- 
ployed miner today points dramatically to the need for pioneering in 
the field of economic redevelopment. 

For the temporarily unemployed there are programs of assistance, 
but for the displaced and dispossessed worker there is nothing. He is 
consigned to a permanent dole, and it is the permanence of his condi- 
tion that I wish to emphasize most strongly. 

Several weeks ago, in an attempt to pinpoint the areas in which 
chronic long-term unemployment has hardened into a way of life, I 
requested from the Department of Agriculture a tabulation of counties 
in which 15 percent or more of the population received surplus agri- 
cultural commodities as needy persons. Persons in this classification 
are necessarily unemployed, and have been unemployed for a suffi- 
cient time to exhaust unemployment compensation benefits, have gen- 
erally been certified for direct relief, have little or no income, and few 
other food sources. 

The resulting tabulation which I received emphasizes the national] 
scope of the problem. It reported that there were 210 counties, 7 per- 
cent of the counties in the United States, in which 15 percent or more 
of the population received surplus commodities under the classification 
of “needy persons.” These counties are distributed through 24 States, 
are are in the districts served by 75 Members of the House of Repre- 
sentatives, 

In one county 51 percent of the population received these commodi- 
ties, while in numerous others between 40 percent and 49 percent are 
in similar condition. The average for the 210 counties was 21.8 
percent of the population. 

I call these figures to your particular attention because of two con- 
clusions resulting from a study of three of these counties in my own 
Sixth West Virginia District: 

1. Reviewing the monthly percentages during the past 2 years, we 
found that the number of persons receiving commodities seldom rises 
or falls more than 1 percent in any month. In short, the trend has 
been growing slowly for a long time, and cannot be reversed over- 
night. 
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2. Employment experts in my district estimate that 72 percent of 
those persons now receiving commodities are unemployed-employables. 

As proof of the relentless growth and permanent nature of the trend, 
I offer you these statistics from the Department of Agriculture: 


Needy persons in family units receiving commodities 





Fiseal year: Fiscal year—Continued 
Oe ae ae ae 3, 170, 000 a ee eer eee 4, 665, 000 
eet alte Adalat cel 3, 458, 000 First half of 1959__..___ 5, 230, 000 


Surplus foods are distributed to needy persons in 45 States, al- 
though the percentage of recipients is notably small in some. The 

reentages are excessively high in some other States, however, and 
it is noticeable that those are the very States which have been hardest 
hit by chronic unemployment due to technological progress. The top 
10 States, according to number of recipients, are as follows: 


Total needy persons receiving surplus commodities 





State: State—Continued 
Pennsytvania__.__. 829, 550 WRN ha cs 254, 377 
i) CES RE ED 538, 885 Okiahonta ces 246, 960 
ik fi. SRI EOR gee eee 348, 871 Ameanmes. £21 [oat u Lo 219, 354 
Mississippi____._____ 831, 441 Tenneenee. sl ult. 154, 551 
West Virginia....._........ 278, 223 TMMUIDI RDG 50 ecicccqnacte tele 137, 7138 


Statistics of this kind are helpful, but they must not cause us to 
lose sight of the human element they represent. The bald statement 
that a needy person receives surplus agricultural commodities means 
that he receives currently just five items—butter, dry milk, rice, flour, 
and cornmeal. The commodities distributed are controlled by pre- 
vious legislation enacted by the Congress, and the Department of Ag- 
riculture has no responsibility to conduct a welfare program, or 
authority to purchase foods to help States or communities operate 
welfare programs for the needy. 

In the areas of chronic unemployment thousands of families exist on 
these commodities alone, and in my own district I have talked with 
families who have not had fresh milk, eggs, meat, or citrus juices 
for periods ranging up to2 years. These Americans actually exist on a 
diet less than half as nutritive as that provided for the occupants 
of displaced-persons camps in Europe after World War II. From a 
nutrition standpoint they are slightly below the level of common labor- 
ers in the Soviet Union, as reported by Senator Allen Ellender last 
year after a visit to Russia, when he stated that the largest propor- 
tion of Soviet citizens in the common laboring class subsisted on a diet 
of black bread, cabbage, potatoes, beets, and tea. 

To give you an idea of the situation that is developing, the Bureau 
of Nutrition of the West Virginia State Health Department reviewed 
the diet of persons existing on surplus commodities and announced 
that the average family of four would receive, for 1 month, 20 pounds 
of flour, 10 pounds of cornmeal, 9 pounds of powered milk, 2 pounds 
of rice, and 4 pounds of butter. This would give them only 26 per- 
cent of the calories they need each month, 36 percent of the proteins 
and 46 percent of the calcium considered necessary for good health. 
In other words, a protracted diet of this kind will create a group of 
persons who will soon not be able to work, and will rear children 
condemned to be a permanent charge on the community. 
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This condition is destroying home and family life. Children quit 
school and migrate without being prepared to work, fathers desert 
their families so the families will become eligible for relief. Crime 
is on the increase, but these desperate people steal food, not money, 
according to local enforcement oflicials. 

Only one conclusion is supportable in the face of the evidence—our 
mode of industrial advance is cannibalizing our own people. Techni- 
cal progress, without attention to its byproducts and effects on human 
beings is building a massive complex of industrial skill based on a 
pile of human bones and operating to the tune of wailing, hungry 
children. 

We are already working around the edges of the problem. This 
year we will again appropriate funds for more surplus foods for 
needy families, and for school lunch programs. We will no doubt 
extend the supplemental unemployment relief measure set up by the 
last Congress. In these and other ways we will spend millions of dol- 
lars to deal temporarily with the undesirable aspects of the problem 
without sdetails a general assault on the core of the problem it- 
self. 

This piecemeal approach cannot be effective. The problem is too 
great and its origins are too complex. It can only be overcome by a 
bold program of action in several areas simultaneously : 

1. Liberalization of the surplus commodities program as a tem- 

vata measure to maintain life and health among those who have 

en displaced by the growth of machine efficiency. 

2. An economic redevelopment measure to place the Federal Gov- 
ernment in support of efforts to correct the situation, and to lend the 
power and prestige of the Federal Government to such efforts as a 
recognized Federal policy. 

3. Public works activity in these areas where economically justifi- 
able, on a priority basis, particularly where such public works will 
improve the attractiveness of such areas to industry. 

am not speaking here in behalf of any particular measure al- 
ready introduced. Indeed, it may well be that this committee will, 
after hearing the testimony conclude that a new and inclusive meas- 
ure should originate with the committee itself. 

Further, I am not proposing a massive spending program. But 
when we use the word “spending” it is only fair to remember a few 
facts: We are currently spending at the rate of $614 billion per month, 
or $40 per month for every man, woman and child in the United 
States. Would it be unreasonable to embark on a program to recou 
the fortunes of the dispossessed at the rate of $10 per month for aol 
of the 4 million unemployed employables? This would add up to 
$480 million a year. 

I do not propose this figure as a basis of consideration, but only 
as a spending yardstick, if the program is to be considered as a 
spending measure. Certainly some money must be spent, but it will 
be self-liquidating through the return of these people to full status 
as citizens, able to bear their share of the tax burden. I have talked 
with dozens of them, and they want work, not handouts. Money 
itself is not the answer. 

The answer would appear to lie in recognition of the trend as a 
growing national economic peril, of which the situation in these dis- 
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tricts is but a forerunner; in placing the strength of the Federal 
Government behind a definite program of evaluation and correction; 
in activities which will increase job opportunity by creating condi- 
tions which will be attractive to industry and lead to long-term eco- 
nomic stability in these areas; in short, an investment in the future 
of a growing segment of our people. 

The Congress has faced te specific problems before and has 
acted to control them. When nuclear energy was born, the Atomic 
Energy Commission was devised to deal with its development and 
use. When space flight began to seem possible, the National Aero- 
nautics and Space Administration was created. This problem de- 
serves similar treatment on a long-range basis, or we will be caught 
unprepared in the years to come. 

The alternatives are brutal and unthinkable. Condemn a growing 
number of Americans to a starvation diet, without hope for the future, 
or tell them to uproot themselves and be scattered across the conti- 
nent, seeking work as best they can, destroying home ties and family 
loyalties. This would indeed mark a low point in the development 
of the American heritage, and constitute a damage to national morale 
far more serious than could be created by an enemy with a bomb. 

I am confident that this committee will grasp the implications of 
the problem, and will demonstrate the resourcefulness in meeting 
it for which the Congress is world famous, in war and in peace. And 
I believe that when the record of this Congress is written, and the 
pages are studied in future years, it will be woe penny £ agreed that 
your efforts to deal with this problem will stand as a high point of 
accomplishment for this congressional session. 


SUPPLEMENTARY STATEMENT OF HON. JOHN M. SLACK, JR., OF WEST 
VIRGINIA 


At the suggestion of certain Members of the House, I am submitting 
this supplementary statement containing more detailed elaboration in 
support of the main thesis which I stated earlier in the matter of 
area redevelopment. ‘That thesis may be quickly summarized in the 
following words: 

1. Area redevelopment will sooner or later be required by all parts 
of the country as technological advance makes itself felt in one indus- 
try after another. 

2. Technological advance itself is necessary and desirable for com- 
petitive reasons, nationally and internationally. There is no villain in 
this situation unless it be science itself. 

3. A program of Federal inquiry, evaluation, and correction of 
chronic unemployment resulting from such advance must be instituted 
now, while the problem is relatively small, or we will one day face a 
critical condition of mass chronic unemployment totally unprepared 
to provide recourse. 

Too much attention has been turned to the problem in the light of 
the experience of a few industries or a few areas. The core of the 
matter is actually the dynamic force that drives our industrialized so- 
ciety forward. It is eminently bipartisan from a political standpoint. 
It is not properly a subject to be interpreted through the screen of di- 
vergent views expressed by labor union or management spokesmen. 
It cannot be succesfully approached through the medium of controls 
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on corporate development. It is a massive force which overshadows 
all of these considerations, and by its very existence reduces Marxism 
to an economic absurdity. 

Every move in modern business today—from the merger of corpo- 
rations and the relocation of assembly plants, down to the placement 
of a battery of automatic transfer machines and the installation of an 
automatic billing process—is made in response to the influence of this 
force. In its present manifestation, it began during World War IT, 
when billions of Government dollars provided a gigantic “shot in the 
arm” for the development of newer and faster production methods 
and processes. From the tremendous pool of know-how developed 
during the war years there emerged the vast array of computers, servo- 
mechanisms, electronically controlled batteries of automatic transfer 
machines, high-speed conveyors, and countless other methods and 
devices which, once developed, inevitably superseded their older 
counterparts. 

From tiny beginnings this development has grown by leaps and 
bounds. ‘Today over 1,200 major employers use electronic computers, 
and over 400 electronic control systems are available to serve business 
and industry. We usually think of automation in terms of the indivi- 
dual automatic machine or the production line controlled by winking 
lights and photoelectric cells, but this is only one small part of the great 
arena in which industrial skills are advancing. Warehousing, trans- 
portation, retail selling, and many other activities are being affected, 
also, and there is not limit in sight except possibly the experimental 
laboratory. 

Some specific examples provide signs and a of things to come: 

In the steel industry machines governed by program cards or mag- 
netic tape can turn out a variety of steel products, and the products 
are varied simply by inserting a different card or tape into the ma- 
chine. One a card or tape is inserted, the quantity, quality, and type 
of production for that machine are automatically controlled. One of 
the Nation’s largest steel companies is operating a complete rolling 
mill in this fashion. 

New automatic classification yards on major railroads have proven 
successful, and now lead to plans to reduce the number of required 
tracks because automatic devices will compute and find answers to 
traffic problems on the rails. 

The quality and quantity of tobacco products is being increasingly 
governed by electronic devices, and their packaging also. A new 
machine will sort and reject faulty cigarettes at the rate of 1,200 per 
minute. 

A major western bank has turned over the daily work on 50,000 
checking accounts to an electronic data processor, and a large New 
York bank which must disburse 2 million dividend checks per year 
has installed machines which compute the proper totals and make out 
the checks in a fraction of the time required by a trained human being. 

A large publishing house now uses an automatic press which has in- 
creased production to 25 to 50 times the level prevailing throughout 
the industry. 

A major rubber company maintains a plant the size of a football 
field, controlled by one man, which has increased tire fabric production 
20 percent. 
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It is not a question of machine productive capacity alone. <A grow- 
ing revolution, based on the processes and techniques thrown open by 
the new machines, is sweeping away older methods in transportation, 
warehousing, retailing, and even some phases of advertising and sales 
promotion. 

In commercial transportation the earlier “piggyback” and “fishy- 
back” freight-moving methods are now being combined with con- 
tainerization. As a result, one steamship company has reduced time 
in port by 80 percent, and cut stevedorage by 25 to 1. One stevedore 
can load 500 to 600 tons an hour, compared to an average of 9 tons an 
hour under old methods. One crane operator and rigger can do the 
work formerly performed by a crew of 25 men. 

A maker of belts, garters, and suspenders has installed automatic 
warehousing and order-filling devices which permitss one man at 
a keyboard to pick from stock all of the items required to fill orders. 
This man does in 3 hours a job that formerly required the work of 
three men for a full day. 

A large food processor who manufactures hundreds of items now 
has a warehouse which can handle 6,000 cases of various items in a 
single continuous flow. Automatic devices sort these cases by item, 
deliver them to stacking machines, and pile them for shipping. 

A soap and detergent maker turns out 20 different products, all 
leaving the production line in sealed cases; photoelectric cells scan 
the cases and sort them out according to product, then deliver them 
to the proper warehouse destination. 

A similar system in a New York warehouse permits one dispatcher 
to do the work formerly performed by a dozen stock clerks. The auto- 
matic equipment in this instance is reputed to have cost $175,000, and 
it replaces about $25,000 per year in human labor costs. 

The list. of specific instances is endless, and needs no further repe- 
tition. Manufacturers of the new machinery are convinced that they 
have only scratched the surface of their market. Existing automated 
installations can cut direct labor costs in warehousing from 48 to 72 
percent, depending on volume. There is in prospect a retail store 
which will be operated through an electronic process motivated by a 
key given to the customer. Through contacts made by this key, the 
proper goods wil be selected, packed in cartons, recorded on a oop 
slip, and the total added for presentation to the customer. A huge 
supermarket will require only a handful of employees under this sys- 
tem. 

It is not my purpose to discuss automation, or its social or economic 
effects on our society. Presumably fewer workers will be needed, but 
certain new, more skilled jobs will be created. The entire process is too 
new to industry for us to draw definitive conclusions at this time. I 
call these developments to the attention of the committee, however, to 
emphasize that we cannot turn back the clock, and the new technology 
is here to stay. It will cause dislocations, the present pools of chronic 
unemployment are the first signs of those dislocations, and therefore it 
would be very wise indeed to begin to deal with the situation now. 

A strong area redevelopment measure is a first step in that direction, 
not a handout to benefit a particular industry or section of the country. 
It is well within the range of Federal responsibility, since no single 
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State or community can hope to cope with its effects, no matter how 
stout the community efforts may be. 

The statistics are impressive and sobering: During the last 10 years 
factory output has increased 32 percent but factory employment has 
increased only 1 percent. Ten years ago, 6 out of every 10 workers 
were producing goods, and the remaining 4 were in the service trades 
or in government. Today the situation is reversed: only 4 out of 10 
are producing goods and the remaining 6 are in the service trades, 
transportation, utilities, finance, or government. 

I urge, therefore, in the light of the known industrial developments 
of today and the probabilities of tomorrow, that the committee con- 
sider this measure in the broadest possible context in relation to our na- 
tional needs, and without reference to any arbitrary limitations im- 
posed by temporary conditions considered to be important this year, 

Area redevelopment legislation adopted by this Congress may one 
day be looked back upon as the foundation supporting our national 
economic stability as science drives our industry toward greater pro- 
ductivity each year. The members of this committee and the Con- 
gress have in this issue a rare opportunity to pioneer, to carve a path 
through a new jungle called chronic unemployment. I am confident 
that we will measure up to the challenge. 

Mr. Parman. Thank you. 

Mr. Jounson. May I say I very quickly reviewed the gentleman’s 
statement and I congratulate him on it. it is one of the finest pres- 
entations we have received. 

Mr. Patrman. It will certainly receive careful consideration by this 
subcommittee and we appreciate your appearance. 

Mr. Stack. Thank you, Mr. Chairman. 

Mr. Parman. The subcommittee will be in recess until 10 o’clock 
tomorrow morning. : 

(Whereupon, at 12 noon, the subcommittee adjourned, to recon- 
vene at 10 a.m., Thursday, March 12, 1959.) 
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THURSDAY, MARCH 12, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Suscommirtee No. 3, 
Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Wright Patman (chairman of the subcommittee) presiding. 

Present: Messrs. Patman, Spence, Vanik, Burke, Miller, Kilburn, 
and Bass. 

Mr. Parman. The committee will come to order. 

This morning we have as our first witness Mr. H. Christian Sonne, 
representing the National Planning Association. 

Mr. Sonne, we are very happy to have you. You may proceed in 
your own way. I noticed you have a statement. And Mr. Gerhard 
Colm is with you. I believe. 

Mr. Sonne. That is right. 

Mr. Parman- We would like to hear from you gentlemen, so, Mr. 
Sonne, if you will, you may proceed. 


STATEMENT OF H. CHRISTIAN SONNE, CHAIRMAN OF BOARD OF 
DIRECTORS, NATIONAL PLANNING ASSOCIATION, ACCOMPANIED 
BY GERHARD COLM 


Mr. Sonne. Mr. Chairman, I am chairman of the board of the Na- 
tional Planning Association. I testified 10 months ago in favor of 
the area redevelopment bill, and I am glad that I today have the 
opportunity to do so again. General economic conditions are very 
different today. Ten months ago we were at the bottom of the reces- 
sion. Today production has regained most of the recession loss, al- 
though it is still below a level of reasonably high employment. 

At last year’s hearings, I did not recommend favorable considera- 
tion of an area redevelopment program as an anticyclical recovery 
measure. I recommended it as a long-range program, because de- 
pressed industrial areas and underdeveloped rural areas are in need 
of support both when general economic conditions are good and when 
they are bad. 

When the economy in general is growing, there is a much better 
chance that depressed or underdeveloped areas can expand without. 
taking business activities away from other areas. Therefore, the most 
opportune time for attacking the problems of these areas is when busi- 
ness in general is expanding. 

In turn, improvement in economic conditions in these areas will con- 
tribute to general economic growth. After all, economic development 


271 








272 AREA REDEVELOPMENT ACT 


in the United States is nothing but the aggregate of the development in 
the various areas. Areas which for specific local conditions fail to 
participate in the general economic advancement are a drag on econo- 
mic growth. High and persistent, even though localized, “unemploy- 
ment or underemployment presents a serious social problem which re- 
quires remedial measures. It presents also a serious economic prob- 
lem if a substantial rate of growth is regarded as a high priority na- 
tional objective. 

I do not believe that we should engage in a race with the Soviet bloc 
for the highest rate of expansion for its own sake- I do believe, how- 
ever, that competitive coexistence has forced us to recognize certain 
serious gaps in our provisions for national security, education, re- 
search, and other vital fields. We can make up for these deficiencies 
without being compelled to cut back on other urgent private and pub- 
lic needs if production as a whole increases at a si sialon ‘y pace. In 
the light of all the things which need to be done, we cannot afford to 
leave productive resources idle or underemployed in many areas of 
the country. 

Furthermore, these depressed areas are blemishes in the perform- 
ance of our economic system. In an era of competitive coexistence 
it is imperative for political, in addition to the social and economic, 
reasons to strive for excellence in economic performance. This re- 
quires, in my opinion, to attack boldly this problem of depressed and 
underdeveloped areas. 

The National Planning Association has for some time been con- 
cerned with these problems. In 1955, the NPA established a special 
committee on depressed areas, consisting of 21 members from agri- 
culture, business, and labor. This committee issued a report on the 
problems of depressed areas which, I believe, is already available in 
your records. 

A few weeks ago the Agriculture Committee of the NPA issued a 
statement on rural low-income and rural development programs in 
the South, which deals with the rural counterpart of the problem. It 
recommended the promotion of local non-farm-job opportunities in 


rural areas as one of the measures for raising the low-income levels | 


in viel areas without forcing outmigration. If the chairman wishes, 
I will gladly submit a copy of this statement for your record. 
tity pooch Without objection, a copy of that statement may be 
dest in the record. 
(The statement referred to is as follows :) 


STATEMENT OF NATIONAL PLANNING ASSOCIATION, WASHINGTON, D.C. 


Note to editors: 

Low-income problems of southern U.S. farm families, white and Negro, are 
far too vast and deep seated to be solved by the present rural development pro- 
gram, according to the attached statement by the Agriculture Committee of the 
National Planning Association. 

The statement points out that under the present program, emphasis has been 


placed on “only one essential ingredient of progress—local initiative and enter- | 
prise. The other essential ingredient—outside financial and technical assist- | 


ance, both public and private—has been too often ignored and neglected.” 

The committee recommends “large increases in Federal appropriations and 
grants-in-aid for improved general and vocational education, for a much greater 
amount of supervised farm credit, for more special agricultural research and 
extension services, for more adequate labor-market information and employ- 
ment services, and for better health facilities in rural areas.” 
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Financing of these programs, though costly, could easily be achieved by 
diverting ‘‘a relatively small part of the amounts now expended on farm price- 
support programs,” the committee states. 

Large-scale human migration away from low-income rural communities “will 
continue to be a necessity,” the committee feels. Without migration, low- 
income farming areas in the South ‘must currently find local nonfarm employ- 
ment for one out of every two farm males entering the productive age group 
20 to 64 even to hold their own. They must find far more nonfarm employ- 
ment, either locally or at a distance, if their ratio of population to agricultural 
resources is to be significantly improved.” 


Rurat Low-INCOME AND RURAL DEVELOPMENT PROGRAMS IN THE SOUTH 


I. INTRODUCTION 
Nature of the problem 


After nearly 20 years of national prosperity, the families of the Southern States 
have average incomes only about two-thirds as high as those in the rest of the 
United States. This represents progress since, as late as 1939, average incomes 
in the South were only about one-half those of the rest of the Nation. Indeed, 
if we look at Only urban whites, this class of southerners is today nearly as well 
off incomewise as urban whites outside of the South, once allowances for differ- 
ences in costs of living are made. However, southern farm families, white and 
Negro, even now have average incomes only about one-half of those of farm 
families elsewhere in the United States. Thus, the South’s low-income problem 
is largely centered in its nonfarm Negro population and, more important for 
present purposes, in its farm population, both white and Negro. 

In 1949, of all farm families with cash incomes from all sources of less than 
$1,000, 71 percent were in the South. Furthermore, relative to the rest of the 
Nation, the South’s low-income farm families included fewer who were aged, 
disabled, widowed, or divorced. Instead, they more frequently consisted of 
complete farm-operator families whose heads were male, able bodied, and in their 
more productive years. Such farm families have therefore been poor primarily 
because they produced little. They have produced little because they lacked 
enough land and capital to produce an adequate farm income and, at the same 
time, lacked off-farm job opportunities by which their meager farm incomes might 
be adequately supplemented from other sources. 

The historical basis for rural poverty 

How can we explain the heavy concentration of low-income farms in the South? 
In the hillier areas of the upper South, an early date of settlement, followed by a 
long period of economic and cultural isolation, brought a pioneer pattern of small 
subsistence farming which has been very slow to change. While some of these 
areas did for a time enjoy temporarily favorable markets for grain and livestock, 
they soon lost them in competition with the newer and richer lands of the Mid- 
west. For more than half a century thereafter, they failed to find alternative 
sources of cash income. By the time tobacco became a major new cash crop, 
most farms in the upper South were so small, overpopulated, and capital poor 
that tobacco could not solve (its dominant importance indeed being sympotmatic 
of) their low-income problem. 

In the remainder of the South, the initial, highly profitable combination of 
cotton and slavery drained most of the available capital into slaveholdings, and 
encouraged complete specialization rather than diversification of commercia) 
agriculture. (In 1850, 50 percent of the value of all real and personal 
property in Georgia was in the form of slaves.) Cotton also created in the 
South a dominant planter class which effectively opposed broadening the suffrage, 
property taxation for the general welfare, and the establishment of free universal 
public education at a time when these democratizing influences were greatly 
strengthening the social and economic foundations of the more progressive rural 
Midwest. Prior to the Civil War, the South was further handicapped by its 
strong belief in an agrarian philosophy, which opposed industrial-urban develop- 
ment as an inferior way of life; and by the extent to which the northern and 
foreign workers, skilled in the manufacturing arts, were repelled by the low 
status of labor in a slave society. 

Thus, even before the disastrous effects of Civil War and Reconstruction, the 
“Cotton South” had already developed a regional philosophy and social, political, 
and economic institutions which were unfavorable to balanced and broadly based 
economic progress. War and Reconstruction tended to strengthen these unfavor- 
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able factors. The resulting general impoverishment of the South brought to 
cotton production a system of crop-share wages to Negro labor and of costly 
merchant credit to the planters, saddling the region with a low-productivity 
organization of its agriculture from which it has found escape difficult. Per- 
haps more important, the South stagnated during crucial years when the rest 
of the Nation was undergoing one of its most rapid periods of economic develop- 
ment. 

With Reconstruction, the South at last recognized its need for northern and 
foreign industrial capital and skilled workers, but its efforts to attract both met 
with nearly universal failure. The bitterness which Reconstruction aroused 
was also slow to die, encouraging continued cultural isolation and conservative, 
paternalistic, and backward-looking political and social system. Most impor- 
tant, by encouraging policies which were aimed at suppressing the political rights 
of the Negro, the reaction to Reconstruction also seriously discouraged political 
participation by lower income whites as well and reinforced social attitudes which 
were already prone to neglect the importance of public investment in the quality 
(education, health, etc.) of the South’s human resources. We may conclude 
that, as consequence of the South’s peculiar political and social history, poverty 
in the rural South tended to become communitywide and self-perpetuating. 


Il. THE LOW-INCOME RURAL PROBLEM AND PUBLIC POLICY 


Outmigration alone no solution 

Giver the South’s chronically overpopulated and low-income agriculture, Jarge- 
scale h’ man outmigration is nothing new to the region. The older parts of the 
Southe: st have peopled other regions continuously for more than a century.’ 
In the earlier days, southern people moved in large numbers to better agricultural 
opportunities in the Midwest and, more recently, to expanding industrial oppor- 
tunities in the North and West. Without this safety valve of outmigration, 
the rural South’s economic problem would have been even more severe. Unlike 
the rural Great Plains, however, the South has had few low-income rural areas 
whose rates of outmigration, though high, were sufficient to result in adequate 
farm incomes for those families who remained behind. Instead, the rural 
South’s high birthrates have filled its human reservoir as rapidly as it was being 
emptied by migration; the region has suffered a steady drain on its limited 
public investment in the education and health of its youth as they left the com- 
munity upon reaching their productive years; the pressure of population on the 
supply of land has kept farmland values unduly high; and outside capital has 
failed to move into the low-income community. 

In fact, the persistence of the South’s position as a low-income region has 
made absolutely clear that moving people out will rarely solve the local economic 
problem unless, at the same time, sufficient farm capital and managerial assist- 
ance also move in.® In southern rural areas which fail to attract industry, even 
large-scale outmigration may lead to abandoned farmland, social disorganiza- 
tion, and the selective deterioration of the residual population unless additional 
farm capital is made available from outside sources. Such additional capital is 
absolutely vital if small farms are to be consolidated into larger farms capable 
of developing successful livestock enterprises in combination with (or in lieu of) 
traditional crops and which can use modern farm machinery efficiently. Where 
a community's entire agriculture needs extensive reorganization—including such 
time-consuming improvements as building up pastures and livestock herds, fene- 
ing, and buildings and equipment—great amounts of farm capital are required. 
Because livestock enterprises demand much higher managerial skills, much 
greater resources for training and assisting farm managers are also much 
needed. In most low-income southern communities, this farm capital and man- 
agerial assistance have not normally been forthcoming from either private or 
public sources. The farm credit and managerial skills which such communities 
can themselves provide have usually been both entirely inadequate and largely 


1In a selected 20-county upper east Tennessee area, instructional ex i ; 
‘ J see ‘ s f penditures per 
school child were 57 percent of the U.S. acreage in 1850, only 14 , § 
vein GT porcunt in 1950, - y percent in 1900, and 

2During 1870-1950, the total population of 12 Southern States (excluding law 
Maryland, Texas, and Florida) increased more than threefold despite syn gy me 
migration of about 7,300,000 people, of whom 2,500,000 left during 1940—50 alone. 

*In 1949, central Iowa commercial farms had four times as much capital per worker 
and three times as much net farm output per worker as in Tennessee. ; 
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directed toward perpetuating the traditional low-income production patterns 
and practices rather than toward facilitating much-needed changes in the local 
agriculture. 

Thus, the economic history of the South indicates that the human and social 
costs of outmigration are great and that it is extremely difficult to achieve that 
combination of smaller farm population and larger farm capital and manage- 
ment resources needed to eliminate communitywide rural poverty. It is here 
that the South’s historical lag in industrial-urban development emerges as a 
major factor accounting for its low-income farm problem. 


How industrial-urban development benefits agriculture 


As compared with other alternatives, industrial-urban development of rural 
areas greatly hastens the readjustments needed to achieve higher productivity 
and higher incomes for southern agriculture. It does so for the following 
reasons : 

(1) Because it is much easier to get underemployed farm people to change 
occupations without changing residence, local nonfarm job opportunities have a 
far more immediate and marked effect upon local incomes than do distant 
opportunities. 

(2) The drain on local communiry capital (particularly public investments 
in education, health, ete.) which accompanies outmigration is avoided. 

(3) Industrialization usually involves the introduction from outside of non- 
agricultural capital which increases local banking and credit resources and 
personal savings. Hence, local financial institutions become more adequate for 
local credit needs, including those of the nearby agriculture. With rising local 
nonfarm Wage rates, the community’s farm operators are forced to find ways of 
using their own labor force more efficiently. At the same time, they can more 
easily find the capital and managerial assistance required for reorganizing their 
farm business on a higher productivity basis. 

(4) With the growth of the local industrial-urban center, additional nonfarm 
jobs are generated in the service industries. Thus, with new markets created 
for locally produced farm products, local business leadership has new incentives 
to improve farm marketing and processing facilities and to provide local farmers 
with the capital and know-how needed to shift to new and more profitable lines 
of production. 

(5) With improved local markets, nearby farmers are likely to enjoy the 
availability of a wider range of goods and services, provided on a more efficient 
and competitive basis and with more adequate informational and credit facilities. 

(6) With greater concentration of population and rising per capital incomes, 
such developing communities can supply much-improved public services, which 
will in turn raise nearby rural levels of living, improve the quality of agricul- 
ture’s human resources, and stimulate still further economic development. 

For these reasons, an acceleration of industrial-urban development throughout 
the southern region is vitally necessary to a solution of its problem of low-income 
rural areas, 

Policies to facilitate industrialization in rural areas 

The following public policies would facilitate industrial-urban development 
of rural areas in the South: 

(1) Much greater financial support for the State industrial-development com- 
missions which, in the interests of sounder local economic development, particu- 
larly need to strengthen their research and planning programs, both technical 
and economic. 

(2) Adequate expansion of power facilities, public and private, to meet the 
South’s future industrial needs. 

(3) Improved Federal labor-market information which will indicate to pros- 
pective industrialists those rural areas with large amounts of underemployed 
farm labor as well as those urban areas having substantial unemployment. 
Such information should also include the data required to achieve more balanced 
industrial employment between males and females. 

(4) The development of Federal policies more favorable to the location of new 
defense plants in low-income rural areas 

(5) Much more generous Federal grants-in-aid to improve public school 
education, to extend nonfarm vocational training to rural high schools, and to 
provide better medical, health, and library facilities in rural areas 
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Limitations of industrialization in eliminating rural poverty 


These and other measures to speed the rate of economically sound industrial- 
ization in the rural South should have a very high priority in attacking its 
low-income farm problem. However, a word of caution is essential at this 
point. It is not likely that the rate of industrialization in the South can pos- 
sibly be great enough over the next generation to solve the low-income problem. 
Without migration, the South’s low-income farming areas must currently find 
local nonfarm employment for one out of every two farm males entering the 
productive age group 20-64 even to hold their own. They must find far more 
nonfarm employment, either locally or at a distance, if their ratio of population 
to agricultural resources is to be signficantly improved. 

It is therefore obvious that, while we should try to minimize the need for 
human outmigration by encouraging industrial development of low-income areas, 
a substantial rate of outmigration from most low-income rural counties will con- 
tinue to be a necessity. This is particularly true of those counties which lack 
many of the prerequisites necessary to attract any but the least desirable types 
of industrial plants. Given the requirements of the economics of large-scale 
production and of location, we certainly cannot expect a General Motors plant 
in every county seat. Perhaps the most we can hope for is (1) that most low- 
income rural areas will find it possible to attract at least some industries. 
which will upgrade local employment and payrolls to a limited extent; and (2) 
that a limited number of urban and metropolitan centers within each State can 
industrialize sufficiently more rapidly to hold much of the population within the 
State if not within the local community. 

If this view is correct, it means that the people of particular low-income rural 
counties cannot study their problem effectively independent of their interrela- 
tionships with the urban centers of the broader economic areas of which they 
are a part. It also means that, however much low-income rural counties may 
deplore the loss of population by outmigration, they cannot afford to limit their 
efforts to the attraction of local industry. Instead, the welfare of their future 
farm population still necessitates simultaneous and equally vigorous attention 
to facilitating outmigration of their surplus farm people and inmigration of 
additional farm capital. Certainly they should prefer having substantially 
fewer local farm families with relatively high farm incomes to having three or 
four times as many families with wholly inadequate farm incomes. Thus, the 
most effective efforts to industrialize low-income rural areas must still be ac- 
companied by more adequate attention to promoting the mobility of both farm 
people and farm capital. 


Policies to facilitate outmigration from rural areas 

What public policies will facilitate the outmigration of surplus farm popu- 
lation? 

(1) Most important are Federal monetary-fiscal policies which will maintain 
a stable and expanding national economy. So long as we continue to have gen- 
eral prosperity and industrial expansion, the South should benefit most because 
it has the major pool of underutilized labor for manning the Nation’s new manu- 
facturing plants and service industries. 

(2) Even under conditions of national prosperity, however, private industrial 
price and wage policies may become serious barriers to the ready access of 
underemployed rural people to nonfarm labor markets. Thus, if industrial 
monopolies restrict the expansion of output and employment and if strong labor 
unions restrict the entry of new workers, the combined effect is likely to be 
underemployment in nonfarm labor markets as well. In other words, whether 
fixed by collective bargaining or by minimum wage laws, prevailing wage rates 
may become so high that they attract a supply of industrial labor greater than 
the demand for such labor, forcing the rationing of jobs by arbitrary hiring 
practices and union rules. Such a result works strongly to the disadvantage 
of the low-income worker who would like to shift from farm to nonfarm employ- 
ment. Hence, there is need for the development of a national employment policy 
in which more rigorous enforcement of the antitrust laws and the revision of 
restrictive union practices and labor legislation would probably play a major 
role. 

(3) Industrial demands for labor are increasingly selective in favor of higher 
levels of education and skills. Hence, the South’s low-income rural areas will 
remain seriously disadvantaged if their facilities for public education and 
health are not greatly strengthened by much more generous Federal grants-in- 
aid. 
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(4) Particularly needed is a very substantial expansion of vocational training 
for nonfarm occupations in the rural high schools, most of which offer only 
vocational agricultural courses at present. 

(5) The U.S. Employment Service should receive much greater finan- 
cial support so that it can increase considerably its number of offices in 
low-income rural counties where job information services are most needed. 
Given its present spotty geographic coverage and inadequate field staff, the 
Federal-State Department of Employment Security can service the more rural 
counties only a few days each month. Most of its energies are of necessity 
directed toward the processing of unemployment-compensation claims rather 
than to supplying adequate job information. This agency particularly needs 
to find means of helping unskilled workers to find employment elsewhere and 
to develop for particular low-income communities new channels of migration to 
industrial cities other than those to which these communities are already tied 
through past migration of relatives and friends. 

(6) In cooperation with the local offices of the Employment Service, urban 
welfare agencies, both public and private, need to develop a more positive and 
better coordinated program to assist migrants from low-income rural areas in 
making the difficult economic, social, and psychological adjustments associated 
with a radically new way of life. 


Policies for increasing farm capital in rural areas 

Finally, what public policies can facilitate the movement of additional farm 
capital (and concomitant managerial assistance) into low-income rural areas? 
The farm capital problem is perhaps the most difficult aspect of the broader 
problem of low-income rural areas because, with occasional exceptions, addi- 
tional farm capital cannot be effectively used within present farm boundaries. 
Rather, in general, the boundaries of individual farms must be considerably 
expanded (and the supply of skilled farm managers increased) before the de- 
velopment of livestock enterprises and mechanization become economically 
sound. In other words, in most low-income rural areas, agriculture must ulti- 
mately be reorganized on a communitywide basis—a reorganization which must 
await a substantial reduction in the pressure of farm population on local land 
resources and a consequent reduction in land values. Hence the farm capital 
problem of necessity must be divided into its shortrun and longrun aspects. 

In a shortrun context, the principal farm capital needs of low-income rural 
areas are as follows: 

(1) The development of a coordinated farm credit policy by commercial banks, 
the agencies of the Farm Credit Administration, and the Farmers Home Ad- 
ministration, with particular attention to meeting intermediate term credit 
needs and expanding the managerial services which accompany the extension 
of credit to individual farmers. 

(2) Within this broader framework, prompt attention should be given to 
meeting fully the credit and managerial needs of those individual low-income 
farmers who show the greatest initiative and promise in reorganizing their 
farming operations on a larger scale and more efficient basis. The improvement 
of such pilot farms will require both careful planning and detailed supervision 
by agricultural experiment stations, agricultural extension workers, and the 
field staff of credit agencies. 

(8) Credit facilities for helping small farmers to develop intensive farm 
enterprises (such as broilers, eggs, or strawberries), which will increase their 
incomes without enlargement of landholdings, should also receive attention. 
(Here, as the development of the southern broiler industry has demonstrated, 
private middlemen may make a substantial contribution through credit and 
managerial assistance to small farmers.) However, the temptation to press 
new intensive enterprises much too far will be great because they require fewer 
population adjustments and little land consolidation. In the absence of particu- 
larly favorable locations near major urban centers, such enterprises will fre- 
quently fall short of assuring satisfactory net farm incomes, particularly if 
= meee to the point where expanding supplies cause substantial price 

eclines. 

Within a longrun context, the principal farm capital needs of low-income 
rural areas are: 

(1) Communitywide planning on a pilot basis—by agricultural research, 
extension, and credit personnel—of the adjustments in human, land, and capital 
resources required to attain the goal of a high-productivity, high-income agri- 
culture. This means the establishment of community goals indicating how much 
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local farm population should be reduced by local industry or outmigration and 
how much supervised farm credit needs to be expanded to achieve longrun 
agricultural reorganization of the low-income community. 

(2) Such a longrun community plan would be especially useful as a guide 
in assuring that shortrun farm credit policy in the local community will be 
consistent with desirable longrun agricultural development. 

(3) A substantial increase in the lending authority and supervisory personnel 
of the Farmers Home Administration will be necessary if these longrun objec- 
tives are to be realized. 

(4) First attention should be given to those particular low-income rural com- 
munities which have already lost a sufficiently large proportion of their farm 
population to make communitywide agricultural reorganization most feasible. 
In such communities, a heavy concentration of supervised farm credit would 
appear to be both essential and desirable. 

Conclusion 

In the South, far more families are trying to make a living from farming 
than its agricultural resources can possibly support at a level of living com- 
parable with that afforded by similar nonfarm occupations. Rural poverty is 
communitywide and, because it has deep historical and cultural roots, tends to be 
self-perpetuating. A high rate of outmigration from the South’s low-income 
rural areas is essential but, as history has already proved, cannot by itself 
solve the problem of rural poverty. Insofar as practicable, industrialization 
of rural areas is highly desirable but is unlikely to proceed at a rate sufficient 
to warrant neglect of policies to facilitate outmigration and to increase the 
availability of farm credit. 

There is no single, simple solution to the problem of low-income rural areas. 
Certainly, agricultural price supports and the soil bank cannot help appreciably 
the low-income problem of farmers who produce little and operate little land. 
Yet such programs, because of their great cost, strongly divert public funds and 
public concern from a million or more farm families who require substantial 
and sustained public assistance. If we are to solve the problem of community- 
wide rural poverty during the next generation, we must devise a coordinated, 
integrated, and well-financed set of public policies which will at the same time 
encourage industrial development, facilitate outmigration, and expand supervised 
farm credit in low-income rural areas. Anything short of such a three-pronged 
attack on rural poverty (with education—general, nonfarm vocational, and farm 
management—playing a major role on all three fronts) will almost surely be 
wholly insufficient and inadequate. 


Ill. IS THE RURAL DEVELOPMENT PROGRAM THE ANSWER? 


The rural development program of the U.S. Department of Agriculture is now 
over 3 years old. Since this program is specifically aimed at helping to solve 
the low-income rural problems, to what extent does it meet or fall short of 
meeting the needs previously outlined ? 

On the positive side, it should be said at the outset that Secretary Benson and 
Under Secretary Morse deserve strong praise for having at last begun a program 
for that sector of agriculture which has been so long neglected by public policy. 
Second, because of the extreme complexities of the low-income rural problem, the 
program’s initial concentration on a few pilot counties in each State was a wise 
one. Third, the program’s initial emphasis upon helping low-income communi- 
ties to organize for self-appraisal, for establishing more ambitious goals, and for 
stimulating local leadership and a spirit of self-help was wholly sound. Not the 
least of the benefits was the bringing together of scores of private and public or- 
ganizations and agencies to look at the low-income rural problem in an integrated 
way rather than piecemeal. In all of these respects, the rural development pro- 
gram started out on the right foot. 

The leaders of the rural development program have also effectively identified 
the principal elements of the low-income rural problem and many of the public 
policies appropriate to its solution. However, they have failed to recognize the 
full magnitude of the governmental assistance required, particularly on the finan- 
cial and managerial side, for achieving an ultimate resolution of the problem. 
Initially, the tendency toward general exhortation, accompanied by publicity 
which turned minor community accomplishments (X county has acquired a new 
ax-handle factory employing 20 people) into major achievements, was almost 


inevitable and perhaps not inappropriate as a means of stimulating community 
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cooperation and self-help. Unfortunately, to some extent the leaders of the 
rural development program appear to have become the victims of its own prop- 
aganda. Two swallows do not make a summer, nor do an ax-handle factory, a 
community strawberry project, and a clean latrine program turn a low-income 
rural county into one of advanced income status. Valuable though such local 
projects may be in their own right, they might be multiplied manifold without 
making more than a small dent in the huge problem at hand. 

Perhaps this criticism may be better illustrated by the too easy acceptance 
of the title “Operation Bootstrap” to describe the rural development program. 
Persisting in this bootstrap theory of rural development, even after having 
achieved the essential first step of developing cooperation and self-help in a parti- 
cular pilot county, will surely mean ultimate frustration and disillusionment 
for the leaders of that county, unless extensive outside assistance is provided. 
It is not enough to define the objective of the program (as did Secretary Benson 
in his second annual report on the rural development program) as helping people 
in rural counties or areas make the best use of the resources which they have. 
Rather, it must be recognized that, even with the best use of their present re- 
sources, low-income rural counties will still be poor by national standards unless 
they can have either large-scale human outmigration or a considerable increase 
in local capital and management resources, industrial and agricultural, or both. 
In other words, the present population in low-income counties can improve their 
economic well-being only with more (capital and management) resources than 
they now have, most of which must come from the outside and from public (large- 
ly Federal) sources. 

To place exclusive emphasis in the rural development program on private 
initiative and local leadership is unrealistic and self-defeating. If a century 
and a half of dependence on local initiative has failed to eliminate America’s 
low-income rural regions, it seems futile to depend only upon such initiative to 
solve the rural poverty problem still before us. What is required is a combination 
of local initiative—stimulated both locally and by State and national leadership— 
with outside financial and technical resources, public and private. An apt illus- 
trative comparison is found in programs for urban redevelopment, which hve 
seldom succeeded in local areas without precisely this kind of outside assistance. 

The problem of communitywide poverty should not be confused with that 
of the improvident ne’er-do-well which is occasionally found even in the richest 
community. Too many leaders of the rural development program appear to 
accept the belief that low-income rural people “like to hunt and fish anyway” 
or that they are poor “only because they deserve to be poor.” This Viewpoint 
rationalizes a policy of inaction and obscures the fact that rural poverty is 
largely the result of an inefficient and defective organization of economic re- 
sources and social relationships which can be ameliorated, to the benefit of the 
entire Nation, only through vigorous public and private policies. 

Cultural attitudes inherited from the past also weigh heavily on the achieve- 
ment of effective leadership at the State and sub-State level in the low-income 
rural regions. A belief in the innate and inescapable inferiority of low-income 
people, both white and Negro, is far too common among personnel responsible for 
the rural development program. Such a belief seriously threatens the success 
of the program and must be counteracted to the fullest possible extent by 
broadminded national leadership and by culling out State and local leaders who 
find the program uncongenial or of questionable merit. The traditional view 
that we ought to “keep the boys down on the farm” is now less widely held. 
However, the typical sociopolitical dominance of a few large farmers interested 
in preserving a plentiful and cheap farm-labor supply in the low-income com- 
munity frequently deters local program leaders from openly recommending 
outmigration or even local industrialization. Racial attitudes further complicate 
the problem in those many communities whose low-income rural people are 
predominantly Negro. Differences in cultural history probably account in part 
for the greater effectiveness of the rural development program in Kentucky than 
in Tennessee, which on similar grounds should have an advantage over, say. 
Mississippi. While the recognition of such differences is only realistic, it should 
encourage the seeking of successful means of countervailing the heavy hand of 
tradition according to its weight, not the simple acceptance of the inevitability of 
failure where tradition lies particularly heavy on economic progress. 

The various agencies are still not pulling together as well as they need to if 
real accomplishment is to be achieved. In part, this is the result of increasing 
the number of cooperating public and private agencies to a completely unmanage- 
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able level. Perhaps the time has now arrived for closer coordination among 
the more centrally involved organizations. The rural development program 
needs to focus much more sharply on the three major means of accomplishing 
lecal economic progress—outmigration, industrialization, and farm credit— 
with those relatively few agencies primarily concerned with each area given the 
major responsibility and financial support necessary for stimulating major break- 
throughs. On the other hand, for such broad objectives, the limitations of the 
pilot county as a study and planning unit should be recognized. Here, there is 
a need for a less narrow focus, with more attention being given to the broader 
economic subregions of which the pilot counties are a part. Since the county 
unit is too small to expect to solve all of its economic problems in isolation, 
the unique area approach of the Kentucky and West Virginia rural develop- 
ment programs has much to recommend it. iinally, the lack of full cooperation 
among public agencies also reflects old interagency rivalries, the difliculties of 
abandoning long-established but outmoded extension techniques, and highly 
myopic and oversimplified farm-management concepts of the low-income problem. 
As successful as it has been in promoting the progress of commercial farming, 
the institutional apparatus of American agriculture must be instilled with new 
perspectives, new enthusiasms, and new methods if it is to contribute equally well 
to the solution uf the low-income farm problem. 

Given the huge magnitude of the low-income rural problem, special financial 
support for the rural development program has thus far been extremely nig- 
gardly. For the fiscal year 1958-59, the President requested and received from 
the Congress $15 million of additional loan authorizations for operations of the 
Farmers Home Administration in the pilot counties. This amounts to only 
$150,000 per pilot county, an amount so small that it will probably be spread 
too thinly to contribute significantly to the drastic communitywide reorgani- 
zation of agriculture which a solution of the low-income problem requires. 
Instead, an experimental program of local saturation lending should be initiated, 
with much larger amounts of supervised credit per farm permitted where other 
conditions are favorable for communitywide readjustments in farm boundaries 
and crop-livestock combinations. The farm-capital needs of low-income rural 
areas are so vast that small loans may do more harm than good. Bold experi- 
mentation with carefully supervised loans for larger than those normally con- 
sidered prudent, while initially foolhardy as a matter of general policy, would 
appear to be fully warranted on a pilot basis. Where such large loans prove 
to be mistaken, they should be written off as a cost of experimentation but, 
if the general experience is largely favorable, general public farm-credit policy 
should be revised accordingly. 

For the fiscal year 1958-59, the President requested an appropriation of $4 
million for special service and research activities of public agricultural agencies 
in the rural development program. Of this meager recommendation, only $2.6 
million was actually appropriated, a very minuscule amount considering the 
size of the appropriations for all Federal agricultural programs. Even so, if 
the Secretary of Agriculture would develop this program in the much bolder 
and more imaginative terms which its importance requires, Congress might 
respond more favorably to a request for substantially larger appropriations 
than it has to the completely inadequate requests of recent years. 

Despite efforts to bring the nonagricultural departments and agencies of the 
Government into the planning and execution of the rural development program, 
its task has thus far been considered too narrowly agricultural in nature. A 
solution to the low-income rural problem (excepting farm credit, research, and 
extension) to a very large extent lies in the fields of general and nonfarm 
vocational education, employment and labor-market information services, public 
health, and the like. The nonagricultural agencies frequently have a more 
realistic, less naive, and less tradition-bound appreciation of the problem. As 
yet, however, they have had even greater difficulty in receiving the financial 
support which they require even to maintain (much less to expand) their 
services in low-income rural areas. If they are to make their maximum con- 
tribution to the low-income rural problem, these nonagricultural agencies must 
receive much more adequate congressional appropriations. 

Finally, there is not only a need for substantially larger appropriations for 
Federal and State research on low-income rural problems but the southern agri- 
cultural experiment stations need to be authorized to allocate more of their 
research funds to the economic problems of low-income farms and rural areas. 
The marketing-research provisions of the Hatch Act, as amended, are an example 
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of excessive earmarking of Federal funds. Many southern experiment stations 
lack the generous State financial support of research enjoyed by the richer mid- 
western stations. Hence, they frequently lack the degree of budgetary flexi- 
bility needed to preserve a balanced program of agricultural economic research, 
given the extent to which Congress has earmarked Federal funds for marketing 
research. This follows because station directors tend to concentrate the Federal 
marketing funds in their departments of agricultural economics, while allocating 
most of the Federal funds available for production research to the other depart- 
ments of the college of agriculture. As a result, being so heavily dependent 
upon earmarked Federal marketing funds, their agricultural economic research 
programs are seriously distorted. At their worst, such earmarked funds force 
departments of agricultural economics to contrive all sorts of peripheral and 
submarginal marketing projects, State and regional—many of which could be 
done as well or better by noneconomists and which benefit few if any farmers. 
Even where such marketing funds are more effectively used, however, the short- 
age of Federal funds for production-economic research results in neglect of low- 
income farm problems, which should currently be receiving a major part of the 
attention of agricultural economists in the southern experiment stations. 


IV. CONCLUSION 


The low-income rural problem is far too vast and deep seated to be solved by 
the rural development program as presently conceived. While the cautious grass- 
roots approach of this program may have been largely justifiable up to date, 
it will have to become much more sharply focused, better integrated and coordi- 
nated, much bolder in its objectives, and far better financed if it is to make 
significant inroads in reducing the South’s widespread rural poverty. Emphasis 
has been placed too exclusively on only one essential ingredient of progress— 
local initiative and enterprise. The other essential ingredient—outside financial 
and technical assistance, both public and private—has been too often ignored 
and neglected. Such a one-sided approach (a) seriously obscures the basic 
fact that, given their own very limited resources, low-income rural communities 
cannot solve their problems with the best of local leadership and cooperation ; 
and (0) reinforces the unfortunate cultural heritage and narrow sociopolitical 
outlook of many State and local leaders, thereby tending to preserve rather than 
to change the status quo in low-income rural areas. Particularly needed are 
large increases in Federal appropriations and grants-in-aid for improved general 
and vocational education, for a much greater amount of supervised farm credit 
for more special agricultural research and extension services, for more adequate 
labor-market information and employment services, and for better health facili- 
ties, in rural areas. Costly though such programs would be, they could be easily 
financed by diversion to this purpose of a relatively small part of the amounts 
now expended on farm price-support programs. In view of the present stupen- 
dous waste of human resources in our low-income rural areas, can we afford 
to do any less? 
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*Statement by Frank App: The statement assumes additional capital in low-income 
areas of the South, along with managerial skills from outside the community, would 
change these areas from low to high income. There is no appraisal of the present 
resources, both social and economic, these areas possess. The traditional development has 

m one in which the local communities attracted capital and managerial ability because 
of their potential resources. When the Soil Conservation inaugurated its first services it 
made the serious error of lavishing capital in some areas to correct soil depletion and 
erosion. Later they found the greatest asset in promoting sound soil conservation was the 
change in the thinking of the people themselves. 








282 AREA REDEVELOPMENT ACT 


John H. Davis, director, program in agriculture and business, Harvard Uni. 
versity. 

Arval L. Erikson, economic adviser, Oscar Mayer & Co. 

Oscar Heline, Marcus, Iowa. 

Frank W. Hussey, vice president, Maine Potato Council. 
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Mr. Sonne. It may be asked why we recommend Government action 
if we have confidence in the effectiveness of our system of private en. 
terprise. Having been a lifelong practitioner in private enterprise, | 
have indeed great confidence in our economic system. I am, however, 
also aware of the need for supplementary and corrective action of Gov. 
ernment. If we had complete mobility in the movement of manpower 
and capital, we would not need any special Government aid for specific 
areas. Either people would move away from depressed areas or cap: 
ital would move in and create employment opportunities for unem: 
ployed or underemployed people. Even with limited mobility, some 
such adjustments are going on all the time. They are, however, slow 
moving and inadequate in many instances. 

Depressed and underdeveloped areas often are too poor to provid 
the facilities which are necessary to attract business. And unem. 
ployed workers often do not have the means to move to areas which 
offer better job opportunities. Nor would it be desirable if all the 
more alert people moved away from areas of lesser opportunities 
Neither boom towns nor ghost towns are inducive to a flourishing com: 
munity life. Therefore, I believe that the Federal Government, in 
cooperation with local public and private organizations, ought to as 
sist depressed communities and underdeveloped areas in the creatiol 
of conditions which make them attractive for the establishment of busi: 
ness enterprises if private and local effort cannot do it alone. 

I also believe that such support is a desirable way of promoting 
economic growth in general. We are certainly pleased that the re 
cession was of short duration. However, there is still plenty of idk 
manpower and unused industrial capacity. Business investment il 
new equipment has been showing recently some signs of recovery; 
but construction of new industrial plants is still moving at low re 
cession levels. We are facing the probability of continued relativel 
high unemployment for some time to come, even if the recent recover} 
movement continues. A Government policy which promotes indus 
trial development in depressed and underdeveloped areas is likelj 
not only to help these areas, but should give economic expansion & 
a whole a much-needed support. Therefore, it seems to me that a 
area redevelopment measure deserves most. serious consideration. 

Now I would like to comment briefly on the program itself. 





COMMENTS ON THE AREA REDEVELOPMENT PROGRAM 


I am turning now to the specific proposals in support of depress 
and underdeveloped areas. Over the last few years several proposal 
have been made. Although there were substantial differences be 
tween these proposals, the various sponsors appear unanimous tha 
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the Federal Government has a definite responsibility in this area. 
This recognition is, in my opinion, an important step forward. These 
hearings in themselves give ample proof that the various branches of 
the Federal Government are concerned with the problem of local un- 
employment or underemployment. 

As I said earlier, the National Planning Association established 
a special committee on depressed areas in 1955. There were differ- 
ences of opinion among the members of that committee with respect 
to the most effective role of the: Federal Government, local govern- 
ment, and private organizations in dealing with the problems of 
depressed areas. Nevertheless, with only one or two exceptions, all 
members agreed that the Federal Government in cooperation with 
local authorities should assume a definite responsibility in this respect. 
This special committee of the National Planning Association formu- 
lated a policy statement which has been published together with a 
report by William H. Miernyk. rr) 

Promoting economic growth and stability is the greatest contribu- 
tion the Federal Government can make toward the solution of local 
distress problems. The problem of local readjustment and rehabil- 
itation can best be solved under conditions when the national economy 
is active and expanding. Nevertheless, even during recent favor- 
able periods, a considerable number of industrial communities and 
rural areas failed to participate in the general prosperity. These 
depressed areas, which have suffered during periods of prosperity, 
suffer even more during a period of recession. 

Between January 1958 and January 1959 the number of major 
areas classified as labor surplus rose from 45 to 76. But more signifi- 
cant is the fact that in 12 large major surplus areas the unemploy- 
ment rate averaged 93 percent above the national average in January 
1959 as opposed to 88 percent above in January 1958. 

The problem of depressed areas has been aggravated not only by 
the rise in unemployment. In addition, the ability of the States and 
communities to help themselves has been substantially reduced. If 
there was a case for a Federal program during the recession, there 
is an even stronger case now. 

It seems to me that at the present time the problem of depressed 
areas should be regarded as one phase of the general problem of 
growth. And yet, unless we adopt prompt and effective measures 
to cope with the specific problems, depressed areas may stay with us 
even after we are well out of the recession and after economic growth 
has been resumed. 

Economic growth is uneven by its very nature. Areas which abound 
in oil or gas flourish while some coal districts suffer. A number of 
textile industries have moved south, but the unemployed workers have 
remained in New England and elsewhere. New agricultural tech- 
nology has enabled farmers in some areas to reduce costs in line with 
the decline in prices. At the same time, in particular areas of the 
South, many farm workers are underemployed. No one would suggest 
that change should be retarded; nor that the areas and individuals 
concerned should simply rely on Federal assistance for their rehabilita- 
tion. However, all our emphasis on self-initiative and local self- 
responsibility cannot hide the fact that the rehabilitation of some of 
these disgressed industrial and rural areas is beyond the capacity of 
local or individual self-help. 
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Our social security and farm support legislation recognizes our 
responsibility for mitigating distress. The Federal and State Goy- 
ernments expend millions of dollars for relief, unemployment insur. 
ance, and farm support measures without removing the causes of 
distress. We have coined the phrase “helping others to help them. 
selves” with respect to foreign aid in underdeveloped countries. Ina 
similar manner we should help the underdeveloped or distressed areas 


in this country to help themselves. Federal assistance should never} ; 


be regarded as a substitute for local self-responsibility. Rather, it 
should serve the purpose of making local initiative fully effective, 
The various legislative proposals under consideration should be judged 
by this standard. 

Measures for Federal assistance: The experience of the past decade 
indicates quite clearly that in many cases some measure of Federal 
assistance would be helpful in solving the problem of persistent 
localized unemployment. There have been cases in which local efforts 
were successful in solving local unemployment problems. Any legisla- 
tion, therefore, should make Federal assistance available only in cases 
in which local efforts have not been able to solve the problem. Fur- 
thermore, Federal assistance should be on a clearly cooperative basis, 
to assure that no Federal agency would be able to dictate what activities 
a particular community should decide to engage in. A Federal pro-| 
gram should include measures for (1) technical advice and assistance, 
(2) financial aid in form of loans or grants, (3) vocational retraining 
of workers, (4) assistance through Government procurement pro- 
grams, and (5) possibly certain tax concessions. 

With your permission I should like to comment briefly on each of 
these possible measures. 

1. Technical assistance: Providing community leaders with techni- 
cal advice and assistance would probably be the most important serv- 
ice which could be rendered by an agency concerned with depressed 
areas. A thorough analysis should first be made of the community. 
Federal, State, and local agencies could cooperate with the affected 
community to establish the facts of the situation and to outline vari- 
ous possibilities for the creation of new job opportunities. These 
surveys would not only make use of local talent fully familiar with 
conditions in the community, but would also draw upon the advice 
and counsel of technicians and other specialists familiar with the 

roblems of other communities and new technological possibilities. 





he combination of local participation and the introduction of new 
ideas from outside could provide the drive and enthusiasm that is} 
required to make local redevelopment successful. 

One of the advantages of having a Federal agency participate in 
aS such technological advice and assistance is that the prob- 
em of localized depression could be viewed from a broader perspec- 
tive than that of a single community. Community leaders who are 
generally anxious to participate in a redevelopment effort could be 
shown the picture in broad outline and could then concentrate on the 
detail of their own specific needs and the development of their own 
program. The framework of analysis would be broader than that of 
the community, but in each case the community’s problems would be 
central. And the specific plan evolved would be a plan for the re- 
development of this community. 
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2. Financial provisions: Once a plan has been prepared, it will in 
most cases be necessary to raise ried = in order to initiate the program. 
Usually, where serious localized unemployment has persisted, sufficient 
funds cannot be raised locally. The difficulty in obtaining the re- 
uired financial assistance has often hampered the best laid plans 
Se local industrial and commercial development, even in those com- 
munities which have vigorously pursued a campaign to create new 
job opportunities. 

The various bills which have previously been proposed differ with 
respect to their loan mane I would favor loan provisions for 
plant and equipment facilities both in industrial and rural redevelop- 
ment areas. I also recognize the desirability of providing loans for 

ublic facilities. Under present conditions however, it would be 
Esirable to make some provision for extending special aid to dis- 
tressed areas. While the area redevelopment bill provides for grants, 
I wonder whether these might not be given as loans but without a 
formal rate of interest or set amortization schedule for repayment. 
Some of these loans might eventually be repaid although no formal 
arrangements would be provided. 

It may be useful to recognize the magnitude of the task which 
these programs undertake to solve. In order to bring the unemploy- 
ment in the major labor surplus areas down to the national average, 
approximately 400,000 jobs would have to be created. Let us assume 
that the primary addition of 120 new jobs would lead automatically 
to the creation of 80 further jobs. Then, about 270,000 new jobs 
would have to be created. Assume that the creation of one industrial 
job—excluding farming and financial institutions—requires an in- 
vestment in new plant facilities of $5,000 to $6,000. This estimate 
asumes that Federal Government financial aid for purchases of equip- 
ment will be required only in rare cases. It will follow therefore 
that total capital requirements would amount to about $1.5 billion. 
Under the terms of the bill approximately one-half may come from 
local sources, leaving a requirement of perhaps $750 million. This 
outlay would be distributed over a number of years. I believe that 
because of the time needed for planning, expenditures for the next 
year would be only of small magnitude. However, I think it is use- 
ful to face up squarely to the potential magnitude of the problem and 
to recognize what this bill can do to meet those needs. 

I have a comment on the financial aspects of this program. Vari- 
ous proposals have differed with respect to the relative contribution 
expected to be made from Federal, State, and local government, and 
private funds. I believe that more important than the maximum and 
minimum percentages are the conditions under which the loans are 
to be granted. 

I note with great satisfaction an improvement in this bill in that 
the Federal Government would provide second lien loans which natur- 
ally must take the ultimate risk over and above the equity capital. 
We should not forget that we are dealing with distressed areas. 
under such circumstances we want the Federal Government to see the 
job done, then the first lien should be left as collateral for non-Federal 
Gain and the Federal Government should be satisfied with second 
liens. 











286 AREA REDEVELOPMENT ACT 





3. Vocational training: In many communities vocational training, |peTé 
including possibly subsistence payments, may be required if localized | oly 
unemployment is to be eliminated. The construction of new facil- | (ete! 
ities, such as industrial parks, new plant structures, etc., in an effort |listr 
to attract new types of economic activity to a depressed area, would }# 8" 
scarcely seem desirable unless the prospective tenants of these facil- |s8t@ 
ities could be assured of an adequate and capable labor supply. To | “str 
provide needed safeguards applicants for vocational training should woul 
be carefully screened. Su 

4. Government procurement: Many efforts have been made in the |'0 4 
past to obtain preferential treatment in Government procurement | ® 
contracts for firms located in depressed areas. The impact of these |We 
efforts has been relatively unimportant. tone 

Critics have argued that competition for Government contracts |More 
hinges in many cases upon differences in labor costs thus penalizing So 
the higher-wage workers in some areas. It might well be that the doub 
best attack upon this problem is by providing for fair and equitable | £!V¢ 
labor standards on all Government contracts. tion 

5. Tax measures: The policy statement of NPA to which I referred |! 
earlier suggested that firms making new investments in areas of | etl 
chronic unemployment might be given the privilege of rapid depreci- oblig 
ation of new facilities. Such a provision is not included in the pres- judg 
ent proposals. The tax privilege should not be extended when a firm If 
simply moves its operation from one place to another. It should | “™ ‘ 


be given primarily to encourage the creation of new local industry. vide 
If subsequent consideration is given to such privileges, I hope this = 
tax principle will not be overlooked. weet 
whic 

THE DEFINITION OF INDUSTRIAL REDEVELOPMENT AREAS M 

0 as 


I have some hesitation about the definition of the “industrial re- | the I 
development areas.” I agree with the principle that account should | to w 
be taken both of the percentage and the duration of unemployment. | adm 
However, in view of the current situation I question the wisdom of | M 
using any specific number, be it 6 percent, 9 percent, or 12 percent, | Are. 
as a criterion. Any prolonged depression would enlarge, any pro- | M 
longed prosperity reduce the number of redevolpment areas with- | nom: 
out necessarily changing the local causes of distress. Therefore, I | M 
would give most serious consideration to the proposal that an in- | out | 
dustrial redevelopment area be defined as an area which for a speci- | a gre 
fied period of time had unemployment of more than a certain multi- | If 
ple (for example, 114 times) of the national average. Such an | few 
approach to a definition of industrial redevelopment areas would {trem 
parallel the approach suggested in this bill for defining rural redevel- | knov 
opment areas. In defining rural redevelopment areas consideration is | more 
given to the relationship of family income levels in each area, to the | with 
general levels of income in other rural areas and in the Nation as a | that 
whole. cost- 

Such a formula, however, should also recognize that assistance to M: 
a chronically depressed area might have to be continued even if un- W 
employment in a particular single year may fall below this standard. | Mi 

In conclusion, I should like to emphasize two important principles; | M 
first, that a successful program of assistance requires energetic and ex- | 
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rienced administrators. They must be men who are familiar not 
mly with the problems of depressed areas, but who also have the 
letermination and the wisdom to use this program to revitalize the 
listressed community. Second, that the program should result in 
; greater national employment and a alien income. <A social as- 
sistance program which resulted only in a different distribution of 
distress without any overall improvement in the economic situation 
would hardly be desirable. 

Similarly, an effective depressed areas program must contribute 
to an increase in total production and total employment, not merely 
to a shift of production and employment from one area to another. 
We are seeking a program to help depressed areas participate in na- 
tional economic growth and well-being, not to distribute the distress 
more evenly throughout the economy. 

Some recognition has been given in this bill to this principle. I 
doubt, however, that any legislative provision can be written so as to 
give an ironclad assurance that mere shifts in the location of produc- 
tion are prevented. Successful implementation of this program re- 
quires an independent Administrator who fully understands the ob- 
jectives of the legislation and who has the power and recognizes the 
obligation to veto any measure which, in his judgment and in the 
judgment of his advisory committees, may violate those objectives. 

If depressed areas are considered as a subject merely for relief, I 
am convinced the goals could be achieved at less expense than pro- 
vided by this bill. If, however, you regard these measures as instru- 
ments in our tool chest for implementing a policy of economic growth 
and stability, then the outlays provided will be a sound investment, 
which will pay dividends both in monetary terms and human values. 

Mr. Parman. Thank you very much, Dr. Sonne. We would like 
toask you many questions, but there is a time element involved, since 
the House meets at 11 o’clock this morning. But there is one question 
to which I would like to get an answer; that is: Do you share the 
administration’s fear of inflation ? 

Mr. Sonne. Inflation in connection with this bill, or in general ? 
Are you speaking in general, or just in connection with this bill ? 

Mr. Parman. Well, in general. I am talking about general eco- 
nomic conditions. 

Mr. Sonne. In general, I would say that the figures that have come 
out here show that we still have a great many unemployed, we have 
agreat amount of industrial capacity still lying idle. 

If we define the term “inflation” as too many dollars chasing too 
few goods, I don’t fear it, because it seems to me we can produce a 
tremendous amount of goods. If you define inflation under the term 
known as the cost-push inflation, which means that labor demancs 
more, then industry wants more, and which really has nothing to do 
with the amount of goods as against dollar supply, then I would say 
that the expenditures under this bill have nothing whatever to do with 
cost-push inflation. So from this angle I don’t fear it. 

Mr. Parman. Thank you. 

Would any other member like to ask any questions ? 

Mr. Bass. I have a question. 

Mr. Parman. Mr. Bass. 
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Mr. Bass. Dr. Sonne, don’t you think that large deficit spending has 
an effect on inflation ? 

Mr. Sonne. Large deficit spending. You first have to ask yourself 
what is large. Obviously, if you get up to $5, $10, $15, or $20 billion, 
it has a great effect. 

Mr. Bass. That is what I am talking about. 

Mr. Sonne. Even a small deficit can have what I call a moral effect. 
People say, “So now inflation is coming,” and they all chase after 
goods. From that angle, it has a certain effect. The trouble is that 
when you talk about business, that a deficit in our budget, as we now 
have it, from the point of view of many a businessman, is not a deficit 
at all, because there are in those expenditures a number of capital 
expenditures that we in business would list as an asset. 

In other words, I think it is very desirable that when we talk about 
a deficit we really know what we are talking about. I think the Na- 
tional Planning Association, and a number of organizations, are 
working on clarifying our budget. But the facts seem to me that we 
put down as expenses a number of expenditures that result in assets, 
that are perfectly good, and that a businessman would keep as an 
asset, and not as an expenditure. 

Mr. Bass. Let me put my question in another way, Doctor. For this 
fiscal year it is estimated that the Federal Government will be spend- 
ing approximately $12 billion more than it is taking in. If the Con- 
gress approves additional new large expenditure programs such as this 


area redevelopment aid, more public housing, more aid to airports, and | 
so forth, the deficit will be even greater next year. Do you share the | 


President’s concern over that trend as it may further stimulate infla- 
tion ? 

Mr. Sonne. I share it to a certain extent, but I was glad to see that 
the President came out, just to begin with, and say that he would agree 
that a deficit was less undesirable than unpreparedness for war. Now, 
there you have a certain yardstick where the President himself says 
unpreparedness for war can be a catastrophe. A temporary deficit is 
not a catastrophe if later on we pack back, in good times. 

Now, that same yardstick can be used in yaa urgent matters, and I 
would say that a thing like this, where you provide $300 or $400 or 
possibly $500 million, which certainly for the first year will not mean 
very much, because it takes time to get the program going, this is 
almost as important as preparation for war. We can’t afford to have 
these depressed areas around us, because our economy has to be strong 
enough to face all the difficulties and the hardships of a war. 

So I would say that I am not so worried about a relatively small 
deficit that I would weaken the Nation in order to avoid it. But Ido 
say that when times are good, and we have full employment, and we 


come back again, that we should have the moral strength to have} 


surpluses and reduce our national debt. 
r. Bass. Thank you, Doctor. 
That is all, Mr. Chairman. 
Mr. Patrman. Mr. Burke. 
Mr. Burke. Dr. Sonne, don’t you believe that when the Federal 


Government carries on a program like the reciprocal trade program, 


which, while it possibly benefits this country as a whole, it certainly 


hurts certain specific industries in certain areas, and that it has a! 
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responsibility to help those areas and the people who have lost their 
jobs as a result of that program? Iam thinking along the lines of the 
textile industry, with Japan now shipping in a lot of textiles, creating 
unemployment in places like Lawrence, Mass., Fall River, New Bed- 
ford, and those areas, and who are also shipping in a lot of cheap shoes 
which can be sold at retail at a lower price than our own shoe manu- 
facturers can produce them wholesale. Don’t you think the Nation 
has a responsibility to those specific industries in those specific areas, 
to help those areas ? 

Mr. Sonne. I do. The National Planning Association made a 
study of a number of those cases. I think Gloversville, for example. 
You may divide that up, first, among the laborers, people who have 
worked and spent their lives in learning how to make these things. 
They cannot understand why their livelihood suddenly goes, and I 
think they are the first who should be subject to vocational training, 
and that the Government is responsible to see that they learn another 
trade, and that either they get enough funds to move to places where 
they can get jobs, or that industry is brought into their community 
and that they learn how to work for that new industry. That is what 
we are dealing with to some extent here. 

Now, the other part of it is the capital. That is more debatable. 
The capital in such an industry has been accustomed, for many, many 
generations, to earning a good return on the money, but capital 1S 
more flexible than labor. "They may get out of this and move into 
something else. So there I would put a question mark on whether 
the Government is responsible for helping the capitalist. But I would 
not put the slightest question mark on the fact that the Government is 
responsible for helping the laborer and worker in the situation. 

Does that answer your question ? 

Mr. Burke. Yes. I thought it might answer my colleague’s ques- 
tion as to balancing the budget; which is the most important thing, 
to get people back to work in a strong economy, or to balance the 
budget and let these people in these areas go unemployed, where the 
unemployment was created by the administration, in the first place, 
because of the reciprocal trade agreements. 

Mr. Sonne. Well, we came out years ago on the subject of balanc- 
ing or unbalancing the budget, w ith a study, i in which we say that it is 
a mistake i in good times or in depressions, to increase taxes, which we 
tried in 1930-32, because you make the depression still worse. 

What you should do is leave the tax structure as is, and that. will 
create a certain break, and nature will take care of it as it comes 
around. 

Now, you will find that in the last recession, I must confess that 
some of us thought if things got worse we ought to reduce taxes. We 
didn’t. But the mere fact ‘that we didn’t increase taxes, as we did in 
1930, helped to bring the situation back, and I think the longer you 
follow these anticyclie: al movements, if you just stick to your taxes, 
and say in good times taxes should create a surplus, and we will use 
that surplus to pay off our debt, and in bad times we will have a 
deficit, as we have in the year now ending, and we have to face it 
because if we had increased taxes to pay these off and have a balanced 
budget, conditions would have been much worse. And so I think you 
can rely on the fact that if you keep that curve, so that over the 
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decades your budget will be balanced, not in every year, but over 
the years, that the thing that we worked out years ago and which 
has now been tried in practice, and which I think still will work out 
in the future. 

Mr. Burke. Thank you, Mr. Chairman. 

Mr. Parman. Mr. Miller. 

Mr. Miuuer. I havea question. I hope there is a short answer to it, 
Mr. Sonne. If not, we can forgo it. 

In Congress, if we are going to get support for measures of this 
sort, we are going to have to substantially rely on Congressmen who 
have not been touched immediately by this problem. My question to 
you is: Is this situation of depressed areas one that might strike any- 
where in the country in the future, rather than only in the areas where 
it exists at present ? 

In other words, we have West Virginia, Pennsylvania, coal mines 
and steel mills. Is this something which might strike elsewhere? 
We had a Congressman from West Virginia yesterday who pointed 
out that this might strike in other areas at any time. 

Mr. Sonne. I think that is absolutely true. Now, there are cer- 
tain fundamental things that we have lived with for decades, like the 
cotton in the South, and so forth, but I would say, in a world that is 
so full of new inventions, this distressed area condition may strike 
anywhere. 

There were, in the old days, areas like coal, where the coal industry 
flourished, and now that is a thing of the past, to a certain extent. 
You may find that new alloys and metals may make aluminum a 
thing of the past. This thing may any day strike in the Detroit 
area. So I would say that this is like chickenpox among our chil- 
dren. It may strike any community. 

Mr. Mriuier. In the aircraft industry in Los Angeles? 

Mr. Sonne. That is right. 

Mr. Miiier. Thank you, Mr. Chairman. 

Mr. Parman. Thank you kindly, Dr. Sonne, for your testimony. 
lf you desire to extend your remar ks in addition to the remarks w hich 
you have made here, you may do so, and you may insert therein such 
germane material as you believe will be helpful. 

Thank you very much. 

Mr. Sonne. Thank you, Mr. Chairman. 

Mr. Parman. Our next witness is Mr. William H. Miernyk, pro- 
fessor of economics and director of bureau of business and economic 
research, Northeastern University, Boston, Mass. 

Doctor, we are pleased to have you. You may proceed in your own 
way. Keeping in mind that our time, unfortunately, is restricted this 
morning due to the fact that the House meets at 11 o’clock. 

Dr. Mrprnyk. Yes, sir. 

Mr. Parman. Thank you. 


STATEMENT OF DR. WILLIAM H. MIERNYK, PROFESSOR OF ECO- 
NOMICS AND DIRECTOR, BUREAU OF BUSINESS AND ECONOMIC 
RESEARCH, NORTHEASTERN UNIVERSITY, BOSTON, MASS. 


Dr. Miernyk. My name is William Miernyk. I am professor of 
economics and director of the bureau of business and economic re- 
search at Northeastern University, Boston, Mass. My interest in 
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the problems of depressed areas goes back to 1951, when I served as 
staff economist with the Committee of New England. At that time, 
among other things, we were interested in the plight of the thousands 
of textile workers who had been stranded in New England as the 
result of the liquidation of a large number of mills. To learn more 
about the difficulties faced by displaced workers in finding new em- 
ployment, we made a pilot study on the experience of workers who 
lost their jobs through the closing of two New England mills. 

Subsequently, after joining the faculty of Northeastern University, 
I directed a major research program carried on in six New England 
textile areas where an intensive analysis was made of the postliquida- 
tion experience of textile workers. My interest in the problems of 
labor mobility and immobility has continued since then. 

In 1956 I prepared a study, “Depressed Industrial Areas—A Na- 
tional Problem,” for the National Planning Association. In this 
monograph the causes of localized unemployment are discussed and 
remedial measures are suggested. I have also published a number of 
articles on the same general theme, and most recently have made a 
comparison of the approaches to the problem of localized unemploy- 
ment in Great Britain and the United States. The latter study was 
published in the October 1958 issue of the Industrial and Labor 
Relations Review. I have appeared before two Senate subcommittees 
in earlier sessions of Congress to testify on proposed legislation de- 
signed to aid depressed areas. Much of what I will have to say 
today will be a summary of this earlier work and a repetition of 
earlier testimony which I have presented. 

Recovery from the latest postwar recession started during the sec- 
ond quarter of 1958. All major indicators of economic activity have 
been rising. Some indicators, such as personal income, have reached 
new record levels, but this has been an uneasy recovery. Despite 
the fact that various measures of production and income have been 
rising steadily, unemployment has remained at a disturbingly high 
level since the onset of the recession. Although the total national 
output of goods and services rose during the second quarter of 1958, 
and has gone up at a fairly rapid rate since then, unemployment on 
a seasonally adjusted basis continued to. rise until September 1958. 
And since then the decline in unemployment has been painfully slow. 
The latest report, for February 1959, shows that 6.1 percent of the 
civilian labor force is still unemployed. Increasingly, the fear has 
been expressed in speeches, and in newspaper and magazine articles, 
that it will be difficult to reduce the mundane of jobless workers as our 
economy moves toward capacity levels of production. 

Much of the discussion of the problem of high-level unemployment 
during a period of business recovery has been conducted in aggregate 
terms. But the most serious aspect of the problem is that much 
of this unemployment is highly localized. It is difficult to estimate 
with any degree of precision how much of total unemployment is 
chronic, localized unemployment. But we know that in some of the 
textile communities of New England and the Middle Atlantic States, 
the coal-mining communities of Pennsylvania, West Virginia, and 
I]linois, and in the steel and auto centers of Pittsburgh and Detroit, 
the levels of unemployment are well above the national average. And 
there is no indication that unemployment in these communities will 
drop rapidly as further recovery proceeds. 
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The traditional view in economics—still accepted by many—is that 
localized unemployment will liquidate itself, particularly during pe- 
riods of general economic expansion. The argument goes that the 
unemployed workers will recognize the futility of seeking new jobs 
in the communities where they were formerly employed, and will 
migrate to other areas where Job opportunities are more plentiful. 
Meanwhile, because of the surplus of labor in the community, the 
general wage level will not rise—or it might even fall—and this will 
attract new employers to the locality to absorb the surplus workers 
in the area. This argument is attractive in many respects. Given 
a reasonable amount of time, no governmental action would be re- 
quired to assist communities now experiencing above-average levels of 
unemployment. Market forces alone, in the traditional view, would 
be enough to gradually solve the problem of depressed industrial 
areas. 

Unfortunately, the experience of all too many depressed areas has 
been at variance with this simple model of economic life. Many com- 
munities have been classified as surplus labor areas since the recession 
of 1947-49. Surely this is a sufficient length of time for market 
forces to solve, or at least to greatly ameliorate, the economic prob- 
lems of depressed areas, if they are going to do so. There are a 
number of reasons why this approach to the problem of depressed 
areas is not realistic, but before turning to a discussion of them 
it might be well to review briefly the causes of chronic, localized 
unemployment. 


THE CAUSES OF CHRONIC, LOCALIZED UNEMPLOYMENT 


There are a number of causes of localized unemployment, and while 
these will be discussed separately it must be recognized that they are 
not entirely independent of one another. 

The migration of industry: Since the end of World War II, the 
industrial map of the United States has changed. Some regions, and 
many communities, have experienced industrial growth. But in other 
regions and communities, the number of manufacturing jobs has de- 
clined. On the whole, there are sound economic reasons for industry 
to be relatively mobile. But the fact remains that when a manu- 
facturing establishment leaves one community to open a new plant 
elsewhere, part of the work force which it formerly employed will 
find it difficult if not impossible to become reemployed in the same 
community. The reasons for this difficulty will be discussed later. 

Shifts in demand: Partly as the result of technological change, and 
partly because of changes in the cost structure of some industries, we 
have witnessed a number of longrun shifts in demand in our economy 
in recent times. The increased substitution of petroleum and other 
fuels for coal is one example. As the demand for coal has diminished, 
thousands of miners have been stranded in the communities where 
they earned their livelihood for many years. 

Many of these communities were highly specialized in the pro- 
duction of coal, and alternative employment opportunities are not 
available locally. The relative immobility of coal miners, particu- 
larly those past middle age, is well known. And one consequence 
of this has been a high level of employment in a number of coal- 
mining communities thronchont the country. 
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The aggregate demand for textile mill products has also declined. 
In part this is because we wear lighter clothing, due to improved 
heating, but primarily there has been a decline in the industrial de- 
mand for textile mill products. Paper, plastic, and many types 
of metal products are now used as substitutes for industrial textiles. 
This has contributed to the longrun decline of employment in this 
industry, and has made it increasingly difficult for workers displaced 
by mill liquidations to find employment in their old trades. 

Automation and technological change: The debate over the long- 
run economic consequences of automation which started several years 
ago continues, although the extreme statements of a few years ago are 
rarely heard today. When this discussion started, one group of 
extremists predicted that automation would lead to widespread un- 
employment and eventually to serious depression. At the other ex- 
treme were those who argued that total employment would be in- 
creased because of automation; that workers displaced by machines 
would find new employment in making or servicing the machines, or 
otherwise would be shifted to new jobs in an economy in which pro- 
duction was expanding. 

Clearly the predictions of those who foresaw economic disaster as 
the result of automation have not materialized, and it is highly un- 
likely that they will. But at the same time those who predicted that 
automation would lead only to increasing job opportunities also ap- 
pear to have been wrong. ‘There have been some adverse employment 
effects as the result of automation and technological change, but 
these have been highly localized. Production in the steel industry, 
for example, has increased sharply during the postwar period, but 
there has not been a corresponding increase in employment. As steel 
production has increased during the current revival, employment has 
gone up, but it has not increased as rapidly as it did during earlier 
periods of recovery. 

Some union officials are now predicting that when capacity pro- 
duction levels are achieved as many as 25,000 fewer steelworkers will 
be required that at the last peak production level due to displacement 
of labor by recent technological changes. The automobile industry, 
which has also been affected to some extent by plant migration and a 
reduction in the demand for domestically produced automobiles, has 
also reduced its labor requirements through the installation of various 
automatic processes in recent years. ‘Thus more automobiles are made 
with fewer man-hours than was true in the past. A substantial part 
of the persistent unemployment in automobile manufacturing centers 
in recent years stems from technological change. 

The railroad industry has felt the impact of rising costs, a decline 
in the demand for its services, and to some extent it has reduced em- 

loyment because of technological change. Similar examples of other 
industries could be cited in support of the argument that to some extent 
at least the growing problem of chronic, localized unemployment is 
the result of technological changes which have been occurring in our 
economy. And the evidence to date suggests that automatic market 
forces will not solve the problem of unemployment resulting from 
these changes. 

Clearly, technological change is both desirable and necessary if 
economic growth is to continue. But should we expect the cost of 
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technological change to be borne by a relatively small part of our 
labor force ¢ 

Rising imports and declining exports: One factor contributing to 
the decline in the demand for some domestically produced goods has 
been increased production in other countries. This has caused a drop 
in the export of some types of commodities, and a rise in imports. 
Again, textiles might be cited as an example. While we still 
export substantially more cloth than we import, over the past 
10 years the trend of imports has been rising while we have lost a 
substantial proportion of our export market. This has contributed 
to shrinking rm opportunities in textiles. Similarly, the rising im- 
ports of foreign-made automobiles has contributed to some extent to 
rising unemployment in auto manufacturing centers. While one 
should not overemphasize the role which rising imports and declining 
exports have played in creating chronic, localized unemployment in 
the United States, this cause cannot be ignored. 

Other causes: 

There are other reasons why we have had a high level of unem- 
ployment in certain communities in recent years. The age structure 
of the labor force in these communities has been a contributing factor. 
In a declining community, the younger workers migrate to other areas 
where there are better job opportunities. This raises the average age 
level in the community and leaves a hard core of workers who are 
prematurely forced out of the active labor force. 

Protracted seasonal unemployment in certain communities has simi- 
larly contributed to chronic, localized unemployment. This is also 
true of some communities which depend upon highly seasonal food 
manufacturing such as various small sardine-canning towns in 
Maine. The shifting center of population—which is steadily moving 
westward—also helps explain why certain types of industrial activities 
are declining in some areas while the same or similar activities are 
increasing elsewhere. These factors, and perhaps others, have con- 
tributed to the high levels of unemployment in some communities at 
the same time that employment is rising strongly in other areas. 


WHY DO DISPLACED WORKERS REMAIN UNEMPLOYED? 


The debate over the problem of depressed areas does not center on 
the causes of localized unemployment, but rather is concerned with 
the solution to the problem. As indicated in the introductory section, 
those who subscribe to the traditional view hold that given time the 
outmigration of surplus labor and the inmigration of new business 
establishments will solve the problem of localized unemployment. 
But experience shows that many communities remain depressed for 
long periods of time. It is true that when economic conditions worsen 
in a community there is some outmigration. These are communities 
which have experienced a net loss in population during the past decade 
while the Nation’s population has been burgeoning. But the workers 
who leave the community are those who are young, and often without 
family responsibilities. They are the most mobile, and also the most 
likely to find jobs elsewhere. 

For a wide variety of reasons, older workers are far more reluctant 
to leave the communities in which they have lived and worked for 
many years. This is not merely a matter of sentiment, however. 
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These workers are realistic enough to know that if they moved to areas 
where job opportunities are better their age would be a barrier to their 
reemployment. Thus they remain in the communities where they 
formerly worked hoping for improvement in local economic condi- 
tions and an opportunity for productive employment. 

In some cases younger members of the family are able to find em- 
ployment either locally or in communities within commuting distance. 
The family is thus able to remain together, but often only at severe 
sacrifice to the overall family standard and level of living. The net 
effect of the outmigration of younger workers, while the older work- 
ers remain in the depressed community, is to raise the average age 
level. In such communities unemployment is most heavily concen- 
trated among those who, because of age alone, find it most difficult to 
find new jobs. Thus the first half of the argument advanced by those 
who subscribe to the traditional view is not always supported in fact. 
Some outmigration will occur, but not enough to bring the demand for 
and supply of labor in the community into balance. 

The second half of their argument, however, is that surplus labor 
will attract new enterprises into the community, and that this will 
continue until the local labor force is approximately in balance. But 
the high average age of the workers who remain in the community 
acts as a deterrent to many types of enterprises which might other- 
wise be willing to establish plants in these areas. 

In part, the problem of depressed areas results from the fact that 
employers, other thing being equal, prefer a young worker to an 
older one. Finally, some depressed areas are in communities which 
have become relatively uneconomic locations for certain types of 
economic activities. While it is true that the disadvantages applying 
to some industries would not apply to all, the depressed areas must have 
compensating locational advantages for other types of economic activ- 
ity if they are to attract new enterprises. Often, the citizens of these 
communities are unable to provide such advantages with their own 
financial resources. 


A SOUND POLICY FOR DEPRESSED AREAS 


Those who have opposed a program of Federal aid to depressed 
areas have often argued that such aid would destroy local initiative. 
They have contended that the problems of the community can be 
solved by the people themselves, and that nothing should be done which 
would interfere with local initiative. This view assumes that the 
problems of depressed areas are caused by local conditions, and thus 
susceptible of solution at the local level. Unfortunately, however, this 
is not the case. The communities involved have little control over the 
forces which initially led to the creation of chronic, localized unem- 
ployment. Since they have little or no control over these forces, it is 
unreasonable to expect that they can solve these problems entirely on 
their own initiative and with their own local resources. 

In the Employment Act of 1946, our Government committed itself 
to the policy of promoting “maximum employment, production, and 
purchasing power.” But many in Goverment have continued to think 
in terms of aggregate employment and unemployment, and have in- 
sisted that local »roblems should be solved at the State or local level. 
Experience has shown this view to be untenable. If we are to achieve 
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the policy outlined in the Employment Act of 1946, a program of 
Federal aid to depressed areas will be required. 

Over the past few years, a series of bills have been introduced which 
would make at least a beginning in this direction. As successive bills 
have been introduced they have been modified in various ways. Part 
of this has been necessary to make these bills acceptable to more Mem- 
bers of the Congress. But in part the changes have been a recognition 
that the earlier bills would not have dealt adequately with the problem. 
Current proposed legislation, as outlined in the Douglas and Spence 
bills, would be a sound approach to a program of Federal aid to sur- 
plus labor areas. 

Such a program should be administered by a separate agency. It 
should provide loans and grants which would assist the residents of 
a community to develop locational advantages that could attract new 
types of business enterprises to these communities. It should provide 
for retraining, and for extended unemployment compensation benefits 
for workers undergoing such retraining. Wherever prossible, such a 
program should be coordinated with other programs of urban. redevel- 
opment and aid to small business. The Douglas and Spence bills 
contain such provisions. My only reservation about these bills is that 
they would not go far enough toward the solution of the problems 
of depressed industrial areas. Some provision should be made for 
assisting workers past middle age in finding new employment. If it 
is left up to new enterprises coming into communities with above- 
average unemployment, younger workers will be selected to fill job 
openings first. 

Only under conditions of considerable stringency in the local labor 
market is it likely that the older worker will be readily hired. Per- 
haps special inducements could be offered to firms which would employ 
older workers. Certainly it would not be asking too much of gov- 
ernment agencies, whether Federal, State, or local, which are located 
in depressed areas, or encouraged to expand in these areas, not to 
discriminate on the basis of age—other things being equal. 

No one would seriously suggest that firms, or government agencies, 
be required to employ older workers if it would in any way interfere 
with the efficiency of the operation. But there is no evidence that 
workers past middle age are in any way less efficient than younger 
workers. One of the arguments advanced by some businesses against 
employing older workers is that, given the present structure of fringe 
benefits, including various types of insurance programs, it is some- 
times more costly to employ an older than a younger worker. 

If this is found to be true, we are faced with a serious problem and 
one that should be carefully studied for an appropriate solution. The 
problem of persistent unemployment is most intractable in many 
depressed areas because of the heavy concentration of unemployment 

among workers past middle age. Unless positive action is taken to 
attack this aspect of the overall problem, we can expect only modest 
success from any efforts to provide assistance to depresesd areas. 

Opposition to a program of Federal aid to depressed areas is based 
on a fundamental misconception of the problem. The causes of 
chronic, localized unemployment are many and varied. But it is clear 
that the residents of a community are unable to protect themselves 
against the economic forces which create such unemployment. Since 
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this is so it is unreasonable to expect the residents of these communities 
to solve their problems entirely on their own. Many of these com- 
munities do not have the financial resources to launch a sound attack 
on localized unemployment. Even those which have some resources 
will need assistance. The problem is not a local problem. It is a 
national problem of localized unemployment. If it is to be attacked 
successfully, it must be viewed in this context. 

Elimination or substantial reduction of localized unemployment 
will require, among other things, the coordination of efforts by the 
communities affected, and this can best be accomplished by an inde- 
pendent agency charged specifically with the task of the redevelop- 
ment of depressed communities. Such an agency should not direct 
enterprises to locate in these communities. Nor should this agency 
plan the redevelopment of these communities on its own. What is 
anticipated in the Douglas and Spence bills is that a Federal agency 
would assist the local communities in their own redevelopment efforts. 
It could assist those which require financial aid through a program 
of loans and grants. But nothing anticipated in these bills would 
usurp local authority in anyway. Everything that is proposed in 
these bills is entirely consistent with our basic economic philosophy, 
and indeed many of the actions these bills propose have precedents in 
other types of legislation. 

If we could calculate the loss to the Nation resulting from idle 
resources in areas of above-average employment, it would be found to 
be a staggering amount. There is much concern at the present time 
that economic growth in the United States is less than we are capable 
of achieving. We cannot expect to maximize the rate of growth while 
millions of workers are idle. There has been much concern expressed 
about the level of unemployment during our recovery from the latest 
recession and its effects upon the rate of economic growth, but much 
of this discussion has been conducted in terms of national totals and 
averages. It is important to look behind the overall figures, however, 
and to recognize that to a large extent our unemployment problem is 
localized. ‘The combined unemployment of the numerous communi- 
ties which have lagged in their recovery is sufficient to be a drag upon 
overall economic growth. Until this aspect.of he underutilization 
of our resources is recognized, and dealt with, we cannot expect to 
maximize economic growth. 

The problems of localized unemployment is not unique to our eco- 
nomic system. The same problem exists in other industrialized coun- 
tries of the Western World. But while we have refused to adopt a 
policy of assistance to communities with above-average unemploy- 
ment, other countries have taken positive action to attack this problem. 
In Great Britain, for example, the problem of localized unemployment 
was recognized as early as 1934. Even before World War II, some 
steps yere taken in that country to deal with this problem. And since 
the end of World War II a coordinated program has been developed 
in Great Britain to eliminate pockets of unemployment. 

For a further discussion of the steps that have been taken, see Wil- 
liam H. Miernyk’s “British and American Approaches to Structural 
Unemployment,” Industrial and Labor Relations Review, October 
1958, pages 3-19. 
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As a result of this program, the level of unemployment in Great 
Britain has been reduced far below that which we have had in the 
United States over the past decade. There are some aspects of the 
British program which we undoubtedly would not wish to emulate. 
But much could be learned from a careful study of what has been done 
to combat chronic, localized unemployment in that country. 

One cannot stress too much the effects on the total economy of a 
heavy concentration of unemployment even in a relatively small num- 
ber of localities. The problem will no doubt be with us for a long time. 
It appears to be one of the consequences of economic growth and of 
some types of technological development. If our economy is to 
grow at the maximum rate, however, and if we are to achieve some- 
thing approaching an optimum utilization of our resources, it is im- 
perative that we develop a sound program for the redevelopment of 
depressed industrial areas. 

Now, I would like to briefly summarize my prepared statement. 

There has been much concern about unemployment, the effect of 
unemployment on the postwar recovery and the effect of it on economic 
growth. My feeling is that much of this discussion has missed one 
of the essential features of this problem. We still talk in terms of 
aggregate employment and unemployment, and national rates of eco- 
nomic growth. I would venture to say that if it could be measured pre- 
cisely, we would find that a very large, a disturbingly large proportion 
of this unemployment would be found to be highly localized in what 
has come to be called depressed areas. 

I would like just briefly to list the causes of localized unemploy- 
ment, without further discussion at this point. 

The major causes, in my opinion, are: One, the migration of indus- 
try. And I would not just restrict this to such movements as the mi- 
gration of the cotton textile industry from New England to the South, 
but the entire industrial map of the U.S.A. ischanging. This, indeed, 
is necessary and desirable for economic progress and growth, but the 
fact remains that when a factory moves out of a community, some 
part of that work force finds it increasingly difficult to be reemployed 
in the same community. 

The second major cause I would list would be shifts in demand. 
Now, the one that is most frequently mentioned is the shift from coal 
to petroleum, and other fuels. We might also mention certain shifts 
that affected the textile industry, such as the substitution of plastics, 
various kinds of metals and paper for certain industrial textiles. 

Third, I would mention automation and technological change. 

Now, I know that a few years ago there was a great debate over 
that and some people said it would cause a violent depression ; others 
said it would create new employment. Both groups of extremists ap- 
pear to have been wrong. I pointed out in an article written several 
years ago that there would be some employment effects, but that they 
would be highly localized. I think evidence of the past few years 
supports this view. 

Fourth, I would mention rising imports and declining exports. 
Certainly these have contributed to localized unemployment in textile 
areas, and in automobile areas, and while I would not want to over- 
emphasize this, because I think it can not be ignored, there are a few 
other causes that contribute to this—the age structure of workers in 
depressed areas. I want to come back to this in a moment. 
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In some cases we have protracted seasonal unemployment, so that 
during a good part of the year we have a concentration of unemploy- 
ment, such as in Atlantic City, N.J., which is a resort area, or in some 
of the highly seasonal food-canning communities, such as the sardine- 
packing towns in Maine. And there are undoubtedly other contribut- 
ing factors to this concentration of unemployment in certain locali- 
ties. 

Now, I would like to just briefly mention why we find that unem- 

loyment persists in these areas. There is not much debate over why 
it persists, I mean why it is caused, but why does it persist ¢ 

One reason is that the younger people in depressed areas do mi- 
grate, as traditional economic theory tells you all workers will, but 
the older workers do not migrate. Certainly we have found this in 
the textile areas of New England, that unemployment is heavily con- 
centrated among the older workers. 

Now, a traditional economic theory also tells us that if you have 
surplus labor in an area this will attract new enterprise, but this sur- 

lus labor consists of workers past middle age. So we have found, 
In some communities in New England, that unemployment has re- 
mained well above the national average for 10 years or more. 

Now, if market forces were going to solve this problem, 10 years 
should be sufficiently long time for them to do so. In my opinion, 
the bills that have been introduced, the Douglas bill, which I read 
in this morning’s paper has been passed by the Senate committee, and 
the Spence bill, both contain sound approaches to this problem. 

I would argue strongly that a separate agency is needed to admin- 
ister a program of aid to depressed areas. Loans, grants, retraining 
for displaced workers, technical advice and assistance, are all in- 
gredients of a sound program to attack this problem, and they are 
contained in the Douglas and Spence bills. 

My only reservation is that these bills do not go far enough. In 
particular, I am concerned about this problem of the worker past 
middle age. Even these bills, I am afraid, assume that through re- 
development activities somehow new enterprises will be encouraged 
to come to these communities and absorb these workers. I feel that 
something more will have to be done if these enterprises are going 
to provide employment for the older workers. 

In brief, it seems to me that the problem of the older worker—and 
I use this term loosely to include anyone past 40—that a program to 
attack the problem of unemployment of the older workers must be an 
essential part of a successful program to eliminate depressed areas. 

And I would simply like to conclude on the theme on which I started ; 
namely, that such localized unemployment is a drag on economic 
growth, and I feel that the discussion of what should be done to in- 
crease the rate of economic growth must go behind these national 
totals and national averages and look specifically at the heavy 
concentrations of unemployment in depressed industrial areas. 

Thank you. 

Mr. Patman. Thank you, Doctor. I doubt that we will have an 
opportunity to interrogate you, because it is near 11 o'clock and the 

ouse meets at that time. 

Will that be satisfactory, gentlemen, or do you wish to ask some 
questions ? 
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Mr. Bass. We have 10 minutes. 

Mr. Parman. All right, go ahead. 

Mr. Bass. Professor, I would be interested in your comments in 
more detail concerning the administration proposals to meet this 
problem. 

Dr. Miernyk. Well, various proposals have been made. One, that 
the Department of Commerce should handle it. I believe some have 
even suggested that perhaps the Department of Labor should. I feel 
that the problem is serious enough that a special agency should be 
established and charged specifically with the responsibility for 
assisting depressed areas. 

Now, I would like to emphasize that word “assisting,” because I 
know that some who oppose this notion feel that it would lead to more 
direction by the Federal Government. I would oppose any effort 
by a Federal Government agency to tell these communities what they 
should do. 

However, I think we need to coordinate this problem through some 
single agency, because, in my opinion, it is a national problem, and not 
a local problem, and I feel it will get a lot further if we have one 
agency charged with that one responsibility, than if we turn this 
responsibility over to one of the existing departments. 

Mr. Bass. Thank you, Professor. I think you have made an 
excellent statement. 

Mr. Parman. I certainly do, too. 

Mr. Burke. 

Mr. Burke. I would just like to ask the Professor what effect the 
Small Business Administration has had on the depressed areas of 
Massachusetts, such as Lawrence, Fall River, New Bedford; have they 
been helpful there? Have they reduced unemployment at all? 

Dr. Mrernyk. The information that I have is that the Small Busi- 
ness Administration has helped. It has not, certainly, gone far 
enough, but any assistance to these areas, of course, is socially desir- 
able, and I would say that perhaps in the future the Small Business 
Administration might try to do more. 

Mr. Burke. What I am trying to find out is this: Do you think 
that the Small Business Administration is sufficient to correct the 
condition ? 

Dr. Mrernyk. No; I do not. 

Mr. Burke. That is all. 

Mr. Vanrk (presiding). Mr. Miller. 

Mr. Mituer. I would like to ask the question I asked of the pre- 
ceding witness. If we are going to get the support for this legisla- 
tion, we are going to need the support of those Congressmen whose 
areas have not been affected by this tragedy, and I would like to ask 
you if automation and technology are in such a state today that de- 
pressed areas might occur in my area of the country, as well as the 
areas presently affected ? 

Dr. Miernyk. I would say yes. As I pointed out in my statement, 
I think that the problem of depressed areas is a consequence of 
economic growth, and of technological change. 

Incidentally, it is not limited to our own economic system. It has 
been a problem in Great Britain and in Western Europe. 
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I would say that it is entirely likely that some States that don’t 
have a single depressed area now will face this problem in the future. 

Mr. Mitirr. Another question along the same line. Of course, 
last year we had the urgency of the recession, but I know you have 
approached the problem from a long-range point of view. Do you 
believe the urgency is as great or greater this year than last? 

Dr. Miernyk. I feel that the time to attack the problem of de- 
pressed areas is when economic conditions are improving, not when 
you have a general recession. I think you will have a far better 
chance of success if you try to do something during the upswing of 
the business cycle, rather than tacking it onto antirecession measures. 

Mr. Mitter. Then if I press that a little further, would you say 
that the urgency at the present time was as great or greater ? 

Dr. Mirrnyk. I would say it is greater. 

Mr. Mitier. Would you care to comment in some relative terms 
as to the urgency for legislation of this kind at this time, with respect 
to the local situation, as respects the national situation in 1939 and 
1932 ? 

Dr. Miernyxk. Well, obviously, it is not as widespread a disaster 
as the crash of 1929. However, I think that this will grow, the 
seriousness of the problem will increase, unless we make an attack 
on it soon. 

Mr. Mituer. That is all. 

Mr. Vanik. (presiding). Mr. Bass has another question. 

Mr. Bass. Professor, pursuing my same line of inquiry, I am very 
much interested to have any further comments you might have on 
the administration proposal versus these other proposals. You 
pointed out one difference; namely, that you felt that a separate 
agency should administer this program. 

I am inclined to agree with you that a good case can be made out for 
some Federal assistance to these depressed areas. The question is how 
far can the Federal Government at this point afford to spend on such 
aprogram. The administration program is a relatively modest pro- 
gram, I think only $54 million, whereas the Spence bill provides for 
some $379 million. How far should we go? How far can the Federal 
Government afford to go in this field? I would like to get your views 
on that. 

Dr. Miernyk. Yes, sir; I feel that the Spence bill is far more real- 
istic. I believe if we experimented with a fairly modest sum of $50 
million or $60 million, we would find that there won’t be much change. 
This might discredit the whole notion of aid to depressed areas. 

I know that the Spence bill calls for a substantially larger amount. 
On the other hand, if, by spending this substantially larger amount 
we could generate a greater rate of economic growth, we might recap- 
ture that full amount. I don’t mean that the Federal Government 
would, but that in terms of increasing the rate of growth, or the gross 
national product, we might be better off to spend the larger than the 
smaller sum of money. 

Mr. Bass. Thank you very much. 

Mr. Vanrix (presiding). Professor, in your statement you refer, in 
addition to the general problem, to the problem of the older worker 
who is displaced. In my community there seem to be industries which 
move around from State to State, leaving obsolete plants, machinery, 
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and men, and I find more and more of these people coming to me who 
have been with a company 25 years, and they are 54 or 52 years old. 
They are too young to eels for social security and too old to get a new 
job. Thatisaseparate problem. 

Do you have any observations that are similar to my own on this 
point 

Dr. Mrernyk. Very much so. It is a separate problem, in one way, 
but you will find this problem could be extremely serious in depressed 
areas. I wish I knew the answer to it. It is an extremely difficult 
cee and it is one that I think will become more serious in the 

uture because of the changing age structure of our population. 

Mr. Vanix. If we take care of these people in depressed areas and 
fail to take care of them in other areas, we are discriminating against 
those people in that situation who are not in the so-called depressed 
area ? 

Dr. Mrernyk. That is true. 

Mr. Vanix. When you talk about retraining these people? 

Dr. Mrernyk. That is true. But I would say that the problem of 
the older worker is more serious in depressed areas than in the Nation 
at large. 

Mr. VantK. It is accentuated ? 

Dr. Mrernyk. I feel it is. 

Mr. Vanik (presiding). Are there further questions? 

Mr. Burke. Just one question. 

Mr. Vanrx (presiding). Mr. Burke. 

Mr. Burxe. I noticed in your prepared statement that you referred 
to the imports, and you referred to the textile industry. Would you 
comment on that, how that affects the problem ? 

Dr. Mrernyk. Well, certainly, the decline of employment in tex- 
tiles is the result of a multiplicity of causes, of which rising imports 
and declining exports would only be one, or two, however you want to 
view them, if you want to consider them as two separate causes. 

I don’t believe that it is possible to measure the effects of each of 
these different causes, technological change, rising imports, declining 
exports, and so on, but I mention that because it certainly has con- 
tributed to a high level of unemployment in this industry, which, as 
you know, tends to become highly localized in a relatively small num- 

er of communities and States. So that I think that even some of 
our Southern States, North Carolina and South Carolina in par- 
ticular, where we do not have the kind of depressed areas we talk about 
in New England and Pennsylvania, that there have been some ad- 
verse employment effects due to this shifting pattern of international 
trade. 

Mr. Burke. That is all. 

Mr. VAntK ( ae. If there are no more questions, thank you 
very much, professor. 


The committee appreciates your testimony and the time and atten- 
tion you have given to coming here and testifying. 
_ The committee will be in recess until 10 o’clock tomorrow morn- 
ing. 
(Whereupon, at 11 a.m., the subcommittee adjourned, to reconvene 
Friday, March 13, 1959, at 10 a.m.) 
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FRIDAY, MARCH 13, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscommitTree No. 3, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., the 
Honorable Wright Patman, chairman of the subcommittee, presiding. 

Present: Messrs. Patman, Vanik, Burke, Miller, Johnson, Kilburn, 
Bass, Siler and Milliken. 

Mr. Parman. The committee will please come to order. 

We have as our witness this morning Mayor Harold Frankel, of 
Huntington, W. Va., representing the American Municipal Associa- 
tion. He is from the district represented by our distinguished col- 
league, Hon. Ken Hechler. 

Mr. Hechler, will you join Mr. Frankel here at the witness table? 

We would like to have you present the mayor to the committee, if 
you will, sir. 

Mr. Hecuter. Mr. Chairman and members of the committee, it is 
an honor as the Representative from the Fourth Con ional Dis- 
trict of West Virginia for me to introduce the mayor of my hometown 
of Huntington, W. Va., Mayor Harold Frankel, who has been the 
mayor of Huntington since July 1957. I might say that it is under 
his leadership and the cooperation of the citizens of Huntington that 
Huntington was recently named an all-America city, and you would 
be interested, too, Mr. Chairman, to know that he is a small business- 
man in the city of Huntington, and he is one of the best mayors that 
Huntington has ever had, and I think he has some information that 
will be of value to the committee in connection with this bill. 

Mr. Parman. Thank you, sir. 

Mr. Mayor, we will be delighted to hear from you and you may 
proceed in your own way. You havea statement, I believe? 

Mayor Franke. Yes, sir. 

Mr. Parman. You may present it in your own way. You may 
also insert in the record additional material you consider germane. 


STATEMENT OF HAROLD L. FRANKEL, MAYOR OF THE CITY OF 
HUNTINGTON, W. VA., ON BEHALF OF THE AMERICAN MUNICIPAL 
ASSOCIATION 


Mayor Franke. Thank you, sir. 
Mr. Chairman, I believe the Honorable Louis C. Miriani, mayor of 
Detroit, was also to testify this morning. He was taken ill and was 
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not able to attend, and I have his statement, which I would like to 
place in the record. 

Mr. Patrman. Without objection, the statement of the mayor of De- 
troit will be placed at this point in the record. 

(The statement referred to is as follows:) 


STATEMENT OF Louis C. MIRIANnI, Mayor, City or DETROIT, REPRESENTING THE 
AMERICAN MUNICIPAL ASSOCIATION 


Mr. Chairman and members of the committee, in appealing to your honorable 
body today in behalf of the American Municipal Association, I also desire to 
speak in behalf of the entire metropolitan area of Detroit, which is an impor- 
tant basic unit in the defensive strength of the entire free world, and which is 
being seriously weakened because of failure to cope with the problems of the 
core city, Detroit itself. 

What has happened to Detroit is important to this consideration, not only 
because of that city’s important role in the national economy, but more in that 
it typifies what has happened to most of our so-called depressed areas. 

I am sure that everyone realizes that what is done to better the economic 
climate of Detroit will likewise benefit every other hard-hit community, and, 
therefore, the Nation itself. 

The problems of these depressed areas are not new, and they have not been 
unknown. 

They have merely been ignored in certain quarters. 

Congress has shown that it is not only conscious of these problems, but has 
tried to effectuate remedial measures. 

Our national effort has been directed ever since 1931 to stabilize the general 
economies, including those of almost every nation on earth. 

With the trend in this country toward urban living, our cities have become 
our principal economic centers, yet, here we are in 1959, almost 30 years after 
the big depression, still urging consideration for stabilizing the economies of 
our industrial communities. 

We realize that the legislation which you have under consideration is no over- 
night cure to the unemployment problem, but it certainly is a tool which we 
must have to stabilize the economies of local communities which have been so 
seriously hit by abnormal unemployment. 

Admittedly, this is a long-ranged program. 

It is regrettable that it was not effectuated a long time ago so that its benefits 
could have begun to have been felt by now. 

When the loss of a few big companies dumps some 80,000 unemployed upon 
the community’s resources, it takes a lot of doing and a lot of time to restore 
job opportunities with smaller industries employing only a few hundred men 
each. 

The modern solution to chronic unemployment is simple in theory. 

We either provide jobs or we provide public assistance. 

The greater the failure to provide job opportunities, the greater the need for 
public welfare funds. 

It is as simple as that. 

I am sure most people subscribe to the philosophy that it is socially, morally, 
and economically indefensible to subject to programs of permanent public assis- 
tance, those employable men and women who are able to work, and who want 
to work. 

I am thinking of the millions of persons, primarily those over 40, and the 
youngsters just entering the employment group, who face indefinite periods of 
unemployment because of company mergers, decentralization trends, automa- 
tion, seniority rules and other factors prevalent in what is being described as 
the industrial revolution. 

The legislation being considered by this committee offers the opportunity to 
attack this problem on several fronts. 

Let’s use Detroit as a typical example of what we are talking about. 

In the first place, Detroit obviously qualifies as a distressed area under the 
bill’s top classification. 

The unemployment in the Detroit metropolitan area has been reduced con- 
siderably from its peak, but it still stands at almost 200,000, or 13 percent of 


the labor force. 
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About 60 percent of Michigan’s unemployed are from within the corporate 
limits of the city of Detroit, and the percentage stands about the same. 

From all available information, our experts tell us that the rate of unemploy- 
ment for the Detroit area will not go below 12 percent within the foreseeable 
future. 

If this holds true, the Detroit area will continue to be one of the hardest hit 
areas in the Nation. 

In the year 1958, approximately 147,000 persons in the Detroit area exhausted 
their regular unemployment compensation. Since June 1958 supplemental tem- 
porary benefits have been paid. 

The rate of unemployment compensation exhaustions, both regular and includ- 
ing the temporary additional benefits, was 12,500 for the month of January of 
this year, and it is expected that this rate will continue for some time. 

These cases are indicative of the chronic unemployment problem inasmuch 
as it shows, in cases where the temporary payments come to an end, that the 
employee has been out of work for 9 months and is unlikely to find work 
within the present economic and industrial structure. 

We have been concerned over the ending of the temporary unemployment 
benefit program. It will mean dropping 20,000 on March 31 in Detroit if this 
program is not continued. 

For the year 1958 the total money paid in the Detroit area for regular and 
supplementary unemployment benefits amounted to $237 million. This is more 
than double the amount of any of the past 10 years, and five times over the 
average. Previous years have ranged from 20 to 94 million dollars. 

The impact upon our welfare caseload has been most serious. There are at 
this time about 70,000 persons on the welfare rolls, or a caseload of about 16,000. 
This is triple the number of June 1957, and has far exceeded the city’s financial 
resources. 

Thousands upon thousands of these unemployed are men in their forties and 
fifties with years and years of seniority. They have families, they are buying 
or own their own homes. Now, after 20 to 30 years of wage earning, they find 
themselves for the first time on public welfare. 

Mergers in the automotive and other heavy industries have left these people 
out ona limb. The vast majority find it almost impossible to uproot themselves 
from the community in which they have made their lives. 

They have a wealth of experience, but the huge plants in which they gained 
that experience have been abandoned because of changing manufacturing 
methods. 

So Detroit finds itself cursed with hundreds of acres of industrial slums. 

Other industries, not as large as the automotive plants but still substantial 
employers, also have been forced to move because of inability to expand within 
the confines of their urban locations. 

Others have merely put off expansion programs. 

So we end up with the picture of increasing areas of industrial sites and the 
presence of industries which could expand their employment providing economi- 
cally sound means were found to do so. 

It is for this reason we stressed the need for relaxing the slum housing pro- 
visions of renewal legislation. 

In the small pilot project in our Milwaukee Junction area, where the city of 
Detroit on its own is reclaiming a 17-acre site, it was proved that rundown 
industrial areas can be given new life and provide additional employment. 

The revolving loan fund to industries, as included in the legislation under 
consideration, will prove a most effective weapon in this program of plant 
expansion. 

However, the renewal phase must be a part of it because the sites are needed 
upon which expansion programs can be effected. 

The loans and grants provisions for advancing public facilities are also of 
utmost importance to many communities. 

A retraining program also would be of great value. Our changing times 
require new and added skills. Retraining will undoubtedly be effective in 
reducing the unemployment rolls. 

Also rounding out the program are the provisions for an independent agency 
and for enough flexibility to meet the individual and specific needs of the various 
communities. 

The legislation before you recognizes the importance and makes provisions 
for factfinding and for technical assistance to the communities as well as to 
the administration. 
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In closing I would like to repeat: 

Detroit has the necessary sites for industrial expansion. 

Detroit has completed its planning for a program to redevelop these sites. 

Detroit has the industries which desire to expand, even under present 
conditions. 

Detroit has an army of unemployed, skilled workers who want jobs, not 
charity. 

The program can be started immediately upon the passage of this type of 
legislative aid which Congress tried to give us last year. 

I have stressed the application of this proposed program to the city of Detroit 
because I am most familiar with the situation in Detroit. 

But I speak for every hard-pressed community suffering chronic unemploy 
ment conditions in urging prompt passage of this much-needed legislation. 

We are most hopeful that this Congress also will give equal attention to the 
pressing need for meeting the immediate needs of the unemployed as it is 
giving here to the long range program. 

Unless this is done, millions of able-bodied men will continue for years to 
live under the stigma of welfare handouts. 

I am sure that much of the opposition to proper area redevelopment legis- 
lation results from the misunderstanding in the minds of those who have the 
mistaken belief that an upturn in the economy will cure everything. 

I see in this mistaken belief the great threat to the chances of correcting 
our present unemployment problem, which is of a peculiar nature and will be 
explained in detail by other witnesses. 

The longer action is delayed, the greater becomes our plight. 

Not only will our financial resources be overtaxed to a greater extent, but 
our future tax base will be further undermined by the continued inroads of 
blight. We will need more and more for public welfare and have less and 
less with which to pay it. 

I need not stress the importance of maintaining a strong economy on the 
local level. Everyone must realize that it is the sum total of local economies 
that constitutes our national strength. 

It is likewise the sum total of the economic strength of the individual that 
comprises the overall economic strength of the local community. 

I, therefore, urge strong, positive action on area redeveloping programs and 
all programs designed to end high unemployment. 


STATEMENT OF MAYOR HAROLD L. FRANKEL—Resumed 


Mr. Parman. You may proceed. 

Mayor Franke. Mr. Chairman, members of the Banking and Cur- 
rency Committee, I am Harold L. Frankel, mayor of the city of 
Huntington. W. Va. 

I am testifying before you today in that capacity on behalf of 
the American Municipal Association and on behalf of the West Vir- 
ginia League of Municipalities, of which I have the honor of serving 
as vice president. 

The West Virginia League of Municipalities is a voluntary asso- 
ciation of the city and town governments of our State. It was 
organized in 1938 and is a service, information and research organi- 
zation which has as its sole objective the betterment of municipal 
government in West Virginia. 

The league has 78 member municipalities—ranging from Milton, 
the smallest, population 1,600, to Huntington, the largest, popu- 
lation 100,000, 

The American Municipal Association, through memberships of its 
affiliate leagues, officially represents our 13,000 towns and cities in the 
United States and Puerto Rica, In other words, the American Mu- 
nicipal Association is the national federation of the 45 State muni- 
cipal leagues—of which West Virginia is one. 
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At its last annual American Municipal Congress the membership 
of AMA approved the following policy resolution pertaining to area 
redevelopment legislation : 


DEPRESSED URBAN AREAS 


Congress should assist those communities which suffer persistent 
unemployment due to underdevelopment or decline to achieve eco- 
nomic health. Such communities which include the city even if the 
labor market area in which it is located is not depr . The older 
core city has special problems with its obsolescent industrial 
facilities. 

To be successful, however, Federal aid must cope with basic prob- 
lems and not confine itself to a stepped-up letting of defense con- 
tracts in the depressed community. AMA recognizes that such Fed- 
eral aid without initiative and active participation by the munici- 
pality will not bring about the desired revitalization. 

Specifically, A recommends : 

1. Supplementary unemployment benefits, especially for workers 
taking vocational training courses. 

2. Pans for construction or rehabilitation of industrial plants. 

3. Assistance for public works plans. 

4, Special tax amortization benefits for new defense facilities. 

5 Plochus Government contracts as far as practicable in surplus 
labor areas. 

The area redevelopment bill, S. 3683, as vetoed by the President 
would have achieved most of those objectives. We urge the Congress 
to again pass the important legislation and we again ask the Presi- 
dent to accept appropriate authority under which the communities 
with basic problems of persistent unemployment can be assisted to- 
ward their solution. 

The members of West Virginia League of Municipalities, 
although they have taken no formal action, are also heartily in favor 
of the legislation proposed in H.R, 3505. 

I deeply appreciate the privilege of being able to testify before your 
committee this morning. I speak in favor of H.R. 3505 and will 
attempt to give you a true and accurate picture of the economic con- 
ditions that exist in the entire State of West Virginia and particu- 
larly in the city of Huntington. The population of Huntington, 
according to the 1950 census figures, was 86,380. It is anticipated 
that this population will reach 100,000 at the time the 1960 census 
is taken. We are located on the Ohio River and are centrally located 
with respect to major markets in the East, Midwest, and Southeast, 
in an area abounding in natural resources. 

Huntington and other built-up communities in the tristate area 
are completely protected from high water by a floodwall surrounding 
each of these communities. We are served by the rail lines of the 
Chesapeake & Ohio, Norfolk & Western and a spur line of the Balti- 
more & Ohio Railroad Company. Air transportation is provided by 
a modern airport served by Eastern, Piedmont, and Allegheny Air- 
lines. Highway transportation is provided by the Greyhound Bus 
Co., the Trailways Bus Lines and numerous contract and common 
carrier trucklines. U.S. Highways 52 and 60 and interstate 64 now 
under construction, serve the city. Huntington is the gateway to the 
Nation’s coalfields. The vast bituminous coalfields to the south and 
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several major producers maintain their offices in our city. There is an 
abundant supply of natural gas, salt brine, clay, limestone, and silica 
sand, and other mineral and chemical resources found in the imme- 
diate area or within a radius of 100 miles. Electric power is pro- 
vided by the Appalachian Electric Power Co. 

In Huntington an ample pool of native-born, skilled, semiskilled, 
and unskilled labor is available. Wage rates are moderate and labor 
relations are harmonious. Local industries have never experienced 
any difficulty meeting their labor requirements in all categories. 
Housing for both management and employee personnel presents no 
great problem as the result of current and planned residential expan- 
sion. Our city is administered under a council-manager form of gov- 
ernment to provide efficient businesslike operations. Taxes, city, 
county, and State, fall in the median range nationally, insuring ade- 
quate government services at all levels. 

Our school system in the city is an excellent one. There are five 
first-class high schools and a fine State college with an enrollment 
of a little over 4,000. Huntington has acquired wide recognition 
as a city of churches. All faiths are represented in the churches and 
synagogues and all work closely together. There is a wide range of 
cultural and recreational activities available to young people and 
adults. The city’s health needs are amply met by public and private 
facilities, including a new city-county hospital. 

As for Huntington’s industrial potential, it is generally acknowl- 
edged to be the “hub” of the central Ohio Valley industrial complex. 
For our achievements in the realm of civic progress and improve- 
ments, we were awarded this past month an All America City Award 
by the National Municipal League and Look magazine. 

Gentlemen, I have given you a complete picture of our community 
so that you may understand our tremendous potential. I would, at 
this time, like to give you a true and accurate picture of our unem- 
ployment situation as it exists, particularly in the Huntington area, 
today and throughout the entire State of West Virginia. The follow- 
ing figures were released to me the day before yesterday by the West 
Virginia Employment Service and I believe that they are accurate: 


Employment in Huntington-Ashland metropolitan area for the last 2 years 

















Labor force | Unemployed Employed 
Month and year } 

| Number | Percent | Number | Percent | Number | Percent 
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January 1959...........--.----..---- | 91,950 | pid ssi 13, 350 14.5 | 78,600 | aan Mota 
ae | _ > | aa 12, 000 13.1  *  ) ect 
September 1958 _-..-_------- os ee | G1, G00 }is2225-12- 13, 300 14.5 Sy ee ee 
PU ais bn bc ctitsiepancidlduapees 91, 300 |....-..... 14, 250 15. 6 (ye oe 
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Our area has a labor force of 91,950 persons. At the end of January 


1959 there were 78,600 persons employed and 13,350 unemployed, for 
a percentage of 14.5 percent. Comparing this January of 1959 to 
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January 1957, at that time there was a labor force of 89,400 and 5,300 
people unemployed, or a percentage of 5.3 percent. 

Gentlemen, in 2 years the percentage has gone from 5.3 percent to 
14.5 percent. Indications for February and March are that this figure 
will rise at least 3 percent. 

The percentage figure of present unemployed throughout the entire 
State of West Virginia, of course, will vary. 

Current figures show that there are at present 89,700 persons who 
are residents of the State of West Virginia who are unemployed. Of 
this amount, 13,350 are unemployed in the Huntington area, or 15 
percent of our State’s total unemployed are in our own local area. 

I would like to quote from an Associated Press release in our local 
paper on March 11, 1959: 


Five THOUSAND SEEKING GOODYEAR JOBS 


PoINT PLEASANT.—Almost 5,000 persons have applied for employment at Good- 
year Tire & Rubber Co.’s new chemical plant, slated for regular production by 
summer, the company announced. 

The plant, at nearby Apple Grove, now employs 70, with a peak of 200 expected 
by fall. Except for supervisory personnel, the company said, workers are from 
a 50-mile radius in West Virginia and Ohio. 

Gentlemen, our people want to work. They have to work. They 
have worked before in the past, and they have to work in the future. 

In some sections of the State there will be less people unemployed. 
But, gentlemen, in the southern part, in the heart of the coalfields, the 
percentage figure is tremendous. ‘These communities are ghost towns 
today, mainly because of mechanization which has taken place in the 
mines and railroads converting from coal to oil, and a number of other 
factors, which have practically closed down these communities. 

During the past 9 years, 24 manufacturing plants have ceased to 
operate in the Huntington area. These 24 plants employed a total 
of 6,205 workers. I would like to give you the names of the plants: 


Number of 
employees 


3; Washington Manufacturing Co... is lle ee el Lule 250 
2, Dine BRided Menulacturing: 00. ni nee ee re bese ode 300 
cE ee a Sa ee ea oF 3, 200 
., A. is SeODeOn MOnUrmCtUrind O00... 6 nnd neccdennnmnemap ees dnee 120 
ee RTE SND AE CREE CR ca errcpe ren cs a wt eres oie remghesaperereaeentin pene 125 
iy” OPO ROORE CON e cca c ee cet cee ee eet CLL ALi ele 40 
7. Jeffrey Dewitt Manufacturing Co__.--.~-..------------------~----- 350 
OER ES ee ee! a a a te ae Say ee 120 
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Bas Stee OGL WRUNM ee te oe ee 8 200 
12. Georgetown Galleries Furniture Manufacturer____.-__---_-_------~ 35 
13. Standard Business Machine Manufacturing__.......----..-------. 30 
14. Delux Manufacturing Co. (children’s furniture) ~--_____--____-_-_-_- 25 
a. Wee, Vargins faving & Frees Brick C0... ........ncecsonsaqsnnennwece 70 
og we FEAR IL TR LE Ele ie RL A LSE 80 
17. Interstate Pants Manufacturing Co___~__--_---~----------~--------- 30 
18. Universal Machine & Manufacturing Co_.......--.------------.---- 85 
OR EE ES IS ie, EES: enh Pee Ts ELE Se a 15 
7 seupuewon Pompary & Machine Ue... iusnenqnenenseensednexnenas 30 
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23. National Rubber Co. (Formico)-........--.---.---- 3D 
24. Guyan Color & Chemical Works_ —_~~-.-._~------~~-~~-..--_~----- 10 
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There is one other plant in Huntington that did 100 percent Gov- 
ernment contract work during World War II. At its peak of em- 
ployment it had 2,200 employees. Today this plant is operating with 
28 persons. I would like to present to you the unemployment com- 
pensation figures for new claims filed by workers laid off from work 
during the months of November and December of 1958 and January 
and February of 1959, and some figures of weekly claims filed in the 
Huntington office for the same 4 months. 


Unemployment compensation 


New claims filed by workers laid off from work : 








oo AE a EOP 8S ee CEPR ELE BES EEC ECR eS mpewee pees eres ies 1, 358 
ES ae er er eee OF gs Lee emp eee Fen Fees Pe 1, 948 
a a ia sla cin aba anman marae 2, 152 
| | SP ae See ner) (eee. A a cane 1, 241 

meebo as col biggies st eee e ee oeiha ns eeepc 6, 699 


This total represents the number of people released from their jobs 
during the 4 months. It is not probable that seasonal work can offet 
this decline. 


Weekly claims filed in the Huntington office for 4 months 








ace Sia aE ial I Rg Sem i MR tne Ebates ROR aa 14, 451 
December 1958 Nee een ee. a ee ae thb eo wdiiecwce 19, 351 
eemrereremeen oo tae a ee Si so et tus 18, 450 
I ce ala as raed bees nella hk isd icp inept packed a hips epi 14, 206 

A eo di ct ag es hs aide sda dhs ecicneinasa emanate 66, 458 


The decline in the number of claims is caused by the recall of some 
workers to local plants, but the greatest number is caused by exhaus- 
tion of claims. These people must seek help elsewhere. Exhaustion 
of the extended compensation averages between 75 and 100 per week. 

Gentlemen, the January 1959 figures from our department of pub- 
lic assistance show that in Cabell County alone, which is the county 
that comprises part of the city of Huntington, there were 1,454 cases 
handled by this department for an estimated 5,000 people taken care 
of. Also, in the county of Wayne, which comprises part of the city 
limits of Huntington and its surrounding area there were 1,907 cases 
or 6,000 persons taken care of. 

The department of public assistance has told me that the demand is 
far greater than they are able to handle. This is especially so, be- 
cause if the man of the family is able to work, even though he can- 
not, under any condition, find work, they are unable to assist that 
particular family. Now, regarding the U.S. surplus food commodi- 
ties. In Huntington alone we are taking care of and giving food to 
6,338 people monthly. 

Gentlemen, this is an actual figure, and it is terribly distressing 
and serious. In several small surrounding villages within 8 miles of 
Huntington, there are approximately 900 people receiving surplus 
food commodities ites Since I have personally supervised the 


giving out of these commodities in Huntington for the past 6 months, 
can tell you that every month, 400 or 500 people, who stand in our 
line, whose names are not even on the list, we have to turn down be- 
cause they have not filled out an application or qualified for the sur- 
plus food commodities. 
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Gentlemen, in the March 16 issue of U.S. News & World Report, 
there is a lengthy article headlined “New Boom in Sales, How Far 
Will It go?” It goes onto say: 

Retail sales breaking records and heading still higher. It is to be a big year 
for all kinds of stores—automobile dealers, appliance stores, hardware, clothing, 
food stores, department stores, restaurants, filling stations, drugstores, liquor 
stores, and other stores. 

Gentlemen, this situation is not true in West Virginia, particularly so 
in Huntington. 

Other than my duties as mayor, I am a retail merchant, having 
been in business in Huntington for the past 35 years, and in my entire 
life I have never seen business, that is, retail sales, dwindle and fall 
off as it is at the present time. I have had a lot of people com- 
ment to me in Huntington that they have tried to get information 
and help from the Small Business Administration, to keep their busi- 
nesses going, and because of the reams and reams of redtape, I have 
been told, they have been able to secure practically no help in our 
area. 

In our downtown business district of Huntington there are 31 
empty storerooms. ‘To give you a more concrete example, the F. W. 
Woolworth Co. operated a 10-cent store in Huntington for the past 
49 years in a 100-percent location. Approximately 8 months ago 
they closed this store and left town. Gentlemen, I would like to state 
that in the entire State of West Virginia and in the area of Hunting- 
ton, unemployment exists for some of the following reasons: 

1. The decline of coal sales. 

2. The decline of railroad repair work and manufacturing. 

3. The decline in auto and steel industry employment. 

4. The decline in Government contracts. 

West Virginia has never received anywhere near its proportionate 
share of Government contracts. For example, in 1956 and 1957, Hunt- 
ington received the small amount of $12 million in Government con- 
tracts. In 1958, this dwindled to a mere trickle. Plant after plant 
has had to shut down for lack of Government orders. 

Gentlemen, during World War II the U.S. Government constructed 
a beautiful modern plant in Huntington, which was operated by the 
Sylvania Electric Products Co. for the Navy Department. Quite some 
time ago, there was no more need for these poximity fuses by the 
Navy Department and this plant has been shut down. At its peak of 
employment there were 3,200 persons employed in this plant. We 
have been working very closely with the General Services Administra- 
tion in Washington, and they have finally told us that within a very 
short period of time this plant will be offered for sale. I just found 
out this morning from Congressman Hechler that there is still some 
doubt about this and it may be a long time before they will do this, 
so I don’t know what to say on this score. 

We, of course, would like to have seen this plant reactivated several 
years ago with defense contracts, but at this time we are hopeful that 
some large manufacturer somewhere in the United States will be able 
to purchase this plant and give employment to several thousands of 
persons here in Huntington. 

Gentlemen, I can say to you in all sincerity that in terms of local 
contribution and local effort, our local agencies have reached the limit 
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of their capacity. H.R. 3505 I believe is a good bill and will definitely 
be a tremendous help to all of the depressed areas in West Virginia. 
We definitely need loans for redevelopment financing. Many exist- 
ing plants are in need of modernization to meet the needs of industry 
wishing to locate in our area. 

We need more capital for industrial and commercial financing. The 
proposed loan program would provide essential aid in this respect. 
All of West Virginia is badly in need of the type of technical assist- 
ance provided for in this bill. The studies and surveys to determine 
expertly the type of development most advantageous to our area 
are very good. Gentlemen, I wish to emphatically say that West Vir- 
ginia is a good State; Huntington, W. Va., isa fine city. It has every- 
thing to offer any industry and all peoples who would be willing or 
interested in coming to our community or State. We certainly are 
not looking for handouts, but want you to know that any help that 
you can give us will certainly be greatly appreciated. 

Let’s get our people off the relief lines and get them back on the 
assembly lines. 

Gentlemen, I strongly urge your support of H.R. 3505. 

Thank you so much for giving me the opportunity to testify at this 
hearing, and if there are any questions, I shall be very happy to answer 
them. 

I would like to add that, as mayor of our community, I serve as a 
nonpartisan mayor, though I happen to be a Republican. 

Mr. Parman. Thank you, Mr. Mayor. You have made a very 
interesting statement. I personally appreciate it very much. It 
brings to my mind the failure of our Government to properly see into 
the future sufficiently to provide against such emergencies as this. 
I am not trying to place the blame on any party. It has happened 
under both political parties. I think monopoly has something to do 
with it. A few concerns get control of the major businesses of the 
Nation. I think this problem will increase, because at the first sign 
of trouble certain plants will have to be closed down. A few people 
select the plants to be closed down, and create stress in the commu- 
nities. We have fewer and fewer people operating fewer and tewer 
plants, and as we have automation and labor-saving machinery, all 
of which we favor in the interest of progress, fewer and fewer plants 
can produce the things that the people need. Something must be 
done to encourage local communities. The Federal Government 
should make it possible through some source of financial aid to permit 
these local people to put factories of their own in these communities, 
to give people work. Factories that could not be turned on or off 
by someone at a great distance. 

I believe it was Congressman Miller from California who men- 
tioned to a witness yesterday that we have to have a bill which is 
sufficiently broad in its application to embrace many areas more 
than the actual distressed areas we have now. Otherwise we will 
not have a chance to secure its passage, particularly over a Presidential 
veto. I think that is a very valid point that the Congressman has 
made. I think that other Members of Congress, although they are 
not in distressed areas now, should realize that their communities 
could be next. The Government should certainly have a standby 
agency which could come to the aid and rescue of these towns in 
distress. 
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When a city like Huntington, W. Va., which has so much to offer, 
gets into distress, it is really alarming to me. I have visited your 
fine city. I know a little something about it, and I know the many 
industries of different types which you have there. You have the 
very best and the finest, and you have good labor, skilled labor. You 
have an educated, cultured citizenship, and when a citizenship like 
yours must come to the Congress of the United States to seek some 
sort of aid, it is really alarming to me. 

You may rest assured, Mr. Mayor, that everything you have said 
will receive careful consideration o this committee, and particularly 
by me. I think you have made an excellent statement and have pre- 
sented your case very well. 

Mayor Franke. Thank you, sir. 

Mr. Parman. Mr. Miller, would you like to ask a question ? 

Mr. Mitier. Mr. Chairman. 

Mayor Frankel, I would like to join with the chairman in compli- 
menting you on the excellent description you have made of your city 
of Huntington, and regrettably, the unfortunate plight in which it 
finds itself. As the chairman has said, in order to secure passage of 
legislation of this sort we have got to indicate to our fellow Congress- 
men those factors which will encourage their support. 

You have reported the details of Huntington and the plight Hunt- 
ington finds itself in, particularly on page 9 of your testimony, and 
you give the reasons why Huntington is in that condition. Would 
you be able to say that this is something that might happen to any 
community or any congressional district in the United States at some 
future time? 

Mayor Franke. Absolutely, Mr. Miller, because comparing our 
situation, for example, in Huntington, to that which existed only 2 
short years ago, 2 years ago, we were not worrying about the situa- 
tion which exists today. We were sitting on top of the world, with 
very few people unemployed. Just in 24 short months we find our- 
selves with a tremendous unemployment situation. It is very serious. 
: And this could happen to almost any section or city in the United 

tates. 

Mr. Mixtier. Would you say that this would have anything to do 
with the increasingly rapid and geometrically increasing pace of 
automation and technological improvements? . 

Mayor Franke. Absolutely. 

Mr. Miter. You are probably aware of the substantial aircraft 
development in the Los Angeles area. Is there a possibility that some 
future program might make the whole Los Angeles area useless as 
an aircraft-producing area ? 

Mayor Franket. I would prefer not to answer that, that being your 
home city and district. I would certainly hope it wouldn’t happen; 
but of course, it could. 

Mr. Miter. Then also, to enlist the support of our fellow Con- 
gressmen for this legislation, we have to give some idea of relative 
scales and values. This is a difficult question, and if there is not any 
appropriate answer, there is no need for you to answer. But, can 
you say, in any scale of magnitude, looking to the future, whether 
there is any way of comparing the situation in Huntington, today, 
with, say, the situation in West Virginia during the depression of 
1929 and 1932? 
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Mayor Franken. I don’t believe I could answer that, sir. 

Mr. Miuier. How about with reference to the degree of urgency 
of this year’s situation over last year’s? Is it equally as urgent this 
year to pass such legislation as embodied in H.R, 3505, as it was last 
year? 

Mayor Franket. I believe it is a great deal more urgent this year, 
sir. 

Mr. Mitier. Referring to your testimony, at page 5, Mr. Frankel, 
you have indicated that you have an area of unemployment in Hunt- 
ington of 14.5 percent. In the city of Huntington, itself, is there any 
indication that the unemployment might be of greater magnitude 
than 14.5 percent ? 

Mayor Franxew. Of course, these are area figures, because this is 
all worked out at one area office, which covers our area, but in speak- 
ing to the gentleman who gave me these figures, I asked him the same 
question, and this gentleman has been in charge of this office for 20 
years, he is very familiar with the area, the community, and the em- 

loyment and unemployment situation. He said, as far as the Hunt- 
ington market alone is concerned, he would estimate that this figure, 
rather than being 14.5, would be around 17.5 in Huntington alone. 

Mr. Miter. In H.R. 3505, there is a provision for a 13-week re- 
training period, in section 16. Could a miner, or someone of that 
sort, be converted into a semiskilled factory worker in the period, de 
you feel ? 

Mayor Franken. I believe so. I believe all of our miners could 
be retrained. I think the provision for a retraining program is an ex- 
cellent one. Of course, the greatest majority of our people out of work 
are miners; and these men probably could be retrained for some other 
type of semiskilled, rather than skilled work. But I definitely feel 
they have to work and will learn if they are properly trained, and 
I think that is an excellent part of the bill. 

Mr. Miter. One more question. The bill also provides that local 
government must put in 10 percent of the money in industrial loans. 
Do you feel that this is a practical requirement for the purposes of 
getting an effective instrument ? 

Mayor Franke.. Yes, sir; I believe it is. I feel that if we have a 
stake in this thing, instead of feeling that all the money is coming 
from the Government, we are going to work a lot harder to make 
the thing a success and see that it works for many years to come. I 
think that is a good part of the bill. 

Mr. Mitter. Thank you very much for answering these questions, 
Mayor Frankel, and I want to compliment you again on the excellent 

resentation you have made, and regret that you have to appear 
before this committee on this subject. 

Thank you, Mr. Chairman. 

Mr. Parman. If there are no other questions, thank you very much, 
Mr. Mayor. 

Our next witness will be Mr. Herbert J. Bingham, executive secre- 
tary, Tennessee Municipal League. 

Mr. Bingham, we are glad to have you here this morning, and we 
would like to hear your testimony. Do you have copies available? 

Mr. Brncuam. Yes, sir; I have copies available. I think they have 
been distributed to the committee. 

Mr. Parman. You may proceed. 
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STATEMENT OF HERBERT J. BINGHAM, EXECUTIVE SECRETARY, 
TENNESSEE MUNICIPAL LEAGUE, ON BEHALF OF THE AMERI- 
CAN MUNICIPAL ASSOCIATION 


Mr. Binenam. I am Herbert J. Bingham, executive secretary of 
the Tennessee Municipal League. I am testifying also as a repre- 
sentative of the American Municipal Association, which through its 
affiliated State leagues and direct member cities speaks for virtually 
all of the municipalities in the Nation. 

The bill before this subcommittee today has as its primary purpose 
the redevelopment, or development for the first time, of the most 
economically depressed areas of our country. That development can 
come about only through industrial growth, and this bill recognizes 
that. 

My principal point is that industrial growth is largely dependent 
upon whether standard municipal services and sound municipal gov- 
ernment are present in the community. Almost without exception, 
industry locates or expands within an incorporated city or near 
enough to a city to avail itself of municipal services. 

Industry nowadays can be, and is, highly selective in its choice of 
plant sites. Plant locators weigh carefully the local situation with 
respect to water and sewer service, streets and roads, fire and police 
protection, schools, libraries, recreational facilities, and various other 
services—most of which are the direct financial responsibility of the 
local municipal government. The municipal governments in the de- 
pressed areas of our country are trapped within this vicious circle: 
They are not attractive to industry because they are deficient in the 
services and facilities industry demands. At the same time, they 
desperately need industry, and the payrolls and tax base which indus- 
try provides, in order to supply such services and facilities. 

The only practical way to break out of this circle is to make avail- 
able Federal aid, such as that proposed in this legislation, and give 
these depressed areas at least a fighting chance to save themselves from 
utter bankruptcy, and the destruction through abandonment of enor- 
mous investments in private and public facilities used by people and 
business in these areas. 

There is ample evidence that municipal governments—even those in 
the strongest. financial positions—must have help from the Federal 
Government. ‘They receive help through such great and beneficial 
grant-in-aid programs as urban renewal and public housing, aid to 
airports, sewage treatment plant grants and the like. 

And I would like to point out that if New York City and Chicago 
cannot afford to build their own expressways, I don’t see how the Na- 
tion’s communities of 1,000 to 7,000 or 8,000 in rural depressed areas 
such as many in my own State can be expected to afford at much 
higher interest. rates to borrow money and finance the key public 
facilities which are needed. 

Now, other Federal legislation, such as the Small Business Invest- 
ment Act of 1958, has recognized the fact that local communities must 
have better means of financing new and expanding industry than is 
now available through private banking and investment channels. 

This point has been made so many times, in hearings before com- 
mittees of the Congress and in the action of Congress itself, that I will 
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merely reaffirm complete agreement with this finding of fact and en- 
dorse the provisions in this bill to provide loans for industrial building | t 
and equipment. f 
The latdensiiias between industrial growth and adequate municipal n 
facilities has been of particular concern to us in Tennessee for a long | g 
time. The Tennessee Municipal League and various State govern- —¢ 
ment agencies—and two Governors—have made a thorough study of 
this matter and we have reached certain fundamental conclusions. | 
We have found out there are four things we need: First, we must | y 
have capital to permit the expansion of industry. Second, we must | g 








have capital at low interest rates to provide the necessary community | ¢ 
services by local government. Third, we must have vocational train- n 
ing. In my State only six of our largest urban centers have adequate l 
vocational training programs to train our farm population and others | o 
for industrial employment. Fourth, we need technical assistance and t! 


guidance in planning the complicated arrangements that are needed | d 
to carry on industrial activities. 

One result of our thinking and planning has been the Tennessee | a, 
community progress program, administered by the State government | n 
at the request of the municipal officials of my State. Under this | gj 
program dozens of communities in Tennessee are making a thorough | jy 
analysis of the adequacy of facilities, services and resources to. y 





support industrial growth, and then they are preparing an intelli- | 
gent long-range community progress plan to naeaie the deficiencies | 
they discover in making their self-inventory. | om 
We believe this program is the first of its kind in the country. It jy 
is comprehensive, thorough, and as scientific as we could make it. p 
We have set up some 250 definite standards for facilities and serv- h 


ices in communities of all population classes, and we have listed about w 
500 individual items and methods for measuring the community _ s| 
against the standards. We are trying to go about this business of = § 


getting ready for industrial growth in the soundest, most funda- wy 
mental way possible. 
This is the first time that we know of that standards which a com- ot 
munity should have to support industrialization have been defined. a. 
Before the State formally launched the community progress pens by 
gram, we tried it out experimentally in seven test cities. Later three m 


cities went one step further and drew up plans for progress based 
on the facts disclosed in their inventories. Our experience proves er 
that such a program for community development and industrial ti 
progress is practical and workable—provided the necessary money is | ac 
available in the community. we 
I will leave with you copies of the Tennessee handbook for a com- tu 
munity inventory and progress plan, and of the first three community pr 
progress plans made. I hope you will find the time to examine them 
closely. You will note that they cover almost every conceivable | ob 
field of subject matter related to industrial development. We feel that sit 
this is indicative of a sincere and earnest local effort to help our- St 
selves, economically. I hope you will note particularly the fact that In 
most of the really expensive items in a community progress program ta: 
of this kind—and therefore the major financial responsibility—falls mx 
upon the municipal government. th: 
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One of the most alarming deficit areas in our public life today is 
that of municipal services and facilities. We are heartened by the 
fact that this Pil contains $100 million for low-cost loans, and $75 
million for grants to aid these depressed areas in financing adequate 
sewers, water and other facilities, without which industrialization 
cannot occur. 

We were not up to current needs and demands when World War II 
came along, and we have by no means caught up in the intervening 
years. ‘The municipal league made a partial survey last year of ur- 
gently needed public facilities in Tennessee cities. This survey indi- 
cated that by a very conservative estimate there was a backlog of un- 
met needs that would cost $500 million. Practically all of this back- 
log relates directly to the requirements and demands made by new 
or expanding industry upon its home city. And, of course, much of 
this backlog of unmet needs is in the prospective urban and rural re- 
development areas contemplated in this pending legislation. 

I believe it is fair and relevant to refer in some detail to Tennessee 
as we consider the probable benefits of this bill, because much of Ten- 
nessee is economically depressed. Three of our largest cities, at least 
six smaller serene diet came and some 54 of our 95 counties—includ- 
ing the municipalities in them, of course—have chronic unemploy- 
ment or underemployment problems of such magnitude that they 
might expect some assistance under this bill. 

The conditions in the economically depressed areas of Tennessee are 
not unique. Unfortunately, they are instead typical of the conditions 
in similarly afflicted areas throughout the country. Each one of these 
pockets of economic strangulation and frustration represents not only 
human misery, but a chink in our national armor as we wage economic 
war with the Communist bloc of nations. These distressed areas 
should be making a positive contribution to the welfare of their own 
States and regions, and to the Nation as a whole. Without help, they 
will continue to be an economic lability. 

The depressed areas of Tennessee, and I believe many of these in 
other States also, are turning to the Federal Government for aid as 
a last resort. They have given up hope from State government, which 
by and large is either uninterested in the problem, or unwilling to 
make the necessary efforts to meet it, or both. 

Our State government in Tennessee has declared a policy of no in- 
creased taxes. This automatically claps a lid on expanding State ac- 
tivities directed at economic development, and on local government 
activities financed by shares of State-collected taxes. For example, 
we have advocated area trade schools in our State, and our State has 
turned it down because we don’t have the finances for this kind of 
program, though it admits we need it. 

he cities of Tennessee concluded that they could not fulfill their 
obligations and responsibilities to industry and to their citizens by 
sitting tight or by further taxes upon property. They did not ask the 
State government to change its announced policy on tax increases. 
Instead, the cities merely asked for the authority to broaden their local 
tax base and shift some of the burden from the property tax to more 
modern and more equitable sources of revenue. They even proposed 
that no such local tax could become effective until approved by refer- 
endum. 








318 AREA REDEVELOPMENT ACT 


Gentlemen, when our tax bill came before the Tennessee General 
Assembly a few days ago, every interested group in the State de- 
scended upon it, knives sharpened and poised, 

The cities of Tennessee had an excellent case—a fair and logical 
case for expanding local government revenue authority to provide 
facilities to improve their economic situations. But it soon became 
obvious that no self-help local revenue bill could be enacted. 

The same lobbies, the same pressure groups and business interests 
which have consistently opposed Federal aid, including H.R. 3505, 
and which have halted action at the State government level, have suc- 
ceeded in depriving cities in my State of the opportunity to make 
themselves more attractive to industry. 

I know that this situation is pecans SA State-municipal relationships 
throughout the country. Experience in the 48 States indicates State 
governments will not take effective action to remove the basic causes 
of our depressed areas. I believe municipal governments, by and 
large, are willing to do the job needed in their communities—although 
at present they are severely limited in revenues and in authority _ 
sovereign State governments. 

They have tried every other approach, and now they come to the 
Federal Government as their best and last hope for the necessary help. 

The administration has established a Federal-State action task 
force which has recommended that the Federal Government abandon 
the States and their localities, that it is sinful and contrary to the 
American theory of government, that it is dangerous and threatens 
this country with dictatorship to have a few Federal grants-in-aid 
programs. I have asked those in the White House who administer 
this Federal-State action task force if they are going to install Fed- 
eral storm troopers in these installations where a little Federal money 
has filtered in instead of providing that the operation and control of 
these installations be assumed by local units of government. 

Mr. JoHnson. Would the gentleman yield at that point? Do you 
think the logic of that position is, somehow, that the people own their 
local government and own their State governments, but that they 
don’t own the Federal Government? Would that be the logic of that 
position ? , 

Mr. Brneuam. I think, Congressman, that is the illogic of the posi- 
tion. I think you have stated the illogic of the position. 

Mr. Jonson. You feel that the people own the U.S. Government, 
just as much as they own the State and local government, and they 
have the right to use it for their purposes, so long as it is constitutional ? 

Mr. Brneuam. I think so; and the idea which has been advanced 
in the last 2 or 3 years by the President, in addresses before the Gov- 
ernors Conference, and elsewhere, that a policy of grants-in-aid 
destroys the State or local government and directs our country to- 
ward dictatorship is, I think, a repudiation of the democratic char- 
acter of our Federal Government. Because I believe our Federal Gov- 
ernment is as fully democratic as any other level of government in this 
country. Federal grants-in-aid which permit municipalities, for ex- 
ample, to have adequate sewage <lisposal plants, airports, housing and 
urban renewal projects, and express highways, do not destroy these 
local governments, but rather, by financial reinforcement, permit 
them to keep a greater control at the local level and with less centrali- 
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zation, than would otherwise be the case. If they did not receive these 
reinforcements and were then unable financially and administratively 
to carry out these programs then we would have the kind of centralized 
government which we all fear. 

I think the grant-in-aid program is the greatest assurance of State 
rights and continuance of local self-government that we have in 
our whole Federal system of government. 

Mr. Jounson. That is a very fine statement, and I thank the gen- 
tleman. I think this is the position that many of us in this Congress 
have long taken. We feel that we have a constitutional obligation 
to promote the general welfare and we would certainly rather pro- 
mote it by helping State and local governments do the job than try 
to do the job directly through the Federal Government. I agree 
with the gentleman fully. 

Mr. Parman. Mr. Bass has a question. 

Mr. Bass. Thank you, Mr. Chairman. 

Pursuing that same line of inquiry, I would like to ask the witness 
this question: If you had your choice, granted there is a need, don’t 
you think it would be more desirable to give the local community or 
city the authority to raise the funds and to perform the services 
needed, rather than have them done here on the Washington level ? 
Do I make myself clear? 

Mr. Brneuam. I will be frank. We do not agree, based on experi- 
ence, that local financing of these programs is feasible or possible. In 
fact, we think it is impossible. 

Mr. Jounson. Wouldn’t you say full local financing ? 

Mr. Bincuam. Full local financing. Cities should be given author- 
ity to levy revenues to make their maximum contribution. But I 
would like to cite one example. We considered a proposal in our 
State authorizing the 95 county governments to levy a 1-percent sales 
tax locally for educational purposes. But it was found that a 1-per- 
cent sales tax levy would bring as much as $85 per school child in a 
rich county, and the same 1-percent levy would bring as little as $5 
per school child in one of our poorest counties. Therefore, the same 
tax rate would bring 17 times as much funds per school child in a rich 
county as in our poorest county. 

Now, local financing on a 17-to-1 ratio of taxable wealth per school 
child will not finance education in the poorest counties of our State, 
particularly when a poor county I know of made a survey last fall of 
its high-school graduates of the previous June, and found that 94 
percent of the high-school graduating class in the intervening 6 
months had left the county to seek employment in other areas of our 
State and Nation. 

So I say to you that it is not the job of that poor county to educate 
those children, nor is it within its financial capacity to do so, and that 
same principle would apply to certain other functions of government. 

Now, we are talking about a rural depressed area which would be 
assisted under this legislation. 

Mr. Bass. What you are saying is that neither your State nor your 
local communities, nor both of them combined, have the resources 
to perform these services which you are talking about ¢ 

Mr. Brnouam. In my opinion, in certain areas, that is absolutely 
true, and I will cite in my testimony a little later one of the reasons 
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why some Federal financing in this field of economic development 
appears to be fully justified. 

Mr. Parman. May I ask a question, while you are on that point? 
Does the Southern States Industrial Council operate in your State? 

Mr. Brneuam. I regret to say, Mr. Patman, that it has its head- 

<juarters in my State. But it isa very reactionary group. 

Mr. Parman. It is what? 

Mr. Bincuam. It isa very reactionary group. | 

Mr. Patman. It is my understanding that that group has asked for 
an opportunity to be heard before our committee. Of course we will 
hear them. I assume if they do not join up with the U.S. Chamber of | | 
Commerce and the National Association of Manufacturers, who are) _ 
“opposing the legislation, too, that we will hear them separately, but 
they are seeking an opportunity to be heard in opposition to this bill. 
You don’t think that they express your views? 

Mr. Brneuam. They don’t express our views on area redevelopment 
or any other subject that I know of. 

Municipal officials—and I speak for them here today—are interested 
in providing adequate government, and meeting the genuine problems 
which they find in their communities. 

Mr. Parman. You may proceed with your statement, sir. 

Mr. Brneuam. I was surprised by the President’s reasoning last 
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year when he vetoed a bill similar to this one. His veto message| 
questioned whether Federal loans for construction of industrial], 
buildings in rural areas would be proper or effective. 

We in Tennessee, with perhaps as much rural depressed area as any 
State in the Union, know very well that adequate financing for in-| | 
dustrial buildings and equipment and public facilities in rural areas) 1 
is effective and essential. We are not talking here about building a 3 
huge heavy manufacturing plant at an isolated crossroads. We are 
talking about rural areas and their small towns and cities which can| 
provide the labor force and the municipal services required for in-| 
dustry if the financing is available. Just as “urban” does not refer 
solely to a metropolitan center such as New York or Washington, 
“rural” does not refer only to very sparsely populated farmland or 
wasteland. 

Let me cite two examples of such rural areas in Tennessee, and the 
small cities which are their trading and manufacturing centers, to 
show how this legislation would improve economic opportunity. I 
would like to file for the record of the committee hearings, to appear 
after my testimony, statements by Mayor Dwain Peterman, of Living- 
ston, and Mr. Hugh Heatherly, city recorder, of La Follette. 

Mr. Parman. You may file them in the record at the conclusion of 
your testimony. 

Mr. Brneuam. These communities—and they could be duplicated| 
many times in Tennessee alone—are two relatively small towns in the 
eastern part of the State. Both are situated in areas of chronic and 
persistent underemployment. They are adjacent to the congressional 
district of Congressman Siler. i) 

They are in counties which have lost population at an alarming I 
rate because there were no jobs to keep the young people at home. 
These are in extremely poor areas, where the average per capita in- 
come is in the neighborhood of one-third of the national average. ‘T 
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They are, in short, exactly the kind of communities which this legis- 
lation proposes to help. And they are not beyond help yet. 

As part of their efforts to help themselves, the citizens of La Follette 
and the surrounding community formed a development corporation 
and raised $90,000 to buy land for industrial sites and for construc- 
tion. When one industry needed a $40,000 loan to go into business 
there, the directors of the corporation borrowed it from local banks 
and got 40 persons to sign notes in the amount of $1,000 each. 

Thanks to this kind of community spirit, La Follette added four 
new industries in 1958 and one plant expansion occurred there. But 
despite this local effort, fewer than 600 jobs were created for the 
entire community and the town’s financial resources were strained to 
the breaking point. 

The other town I want to mention, Livingston, has only about 2,500 
population. The citizens of that community have raised $282,000 in 
private and public funds to finance industrial buildings and otherwise 
try to attract industry. The little town has incurred a bonded debt 
of $538,000 to help finance industry and to provide the necessary 
municipal services for industry. As a result of these efforts, there 
are about 1,800 industrial jobs available in an area which, by any 
definition, is rural. This little town is providing virtually all the non- 
farm jobs and supporting the economy of an astonishingly large sec- 
tion of our State in relation to its size. Only 3 percent of the in- 
dustrial workers employed there live inside the town of Livingston, 
and 30 percent of them live in some other county. 

Livingston has gone about as far as it can go in financing industry 
by public subscription and bond issues. It has critical shortages in 
municipal facilities and services which somehow must be met if it 
is to support the industry now located there. 

Another small town in that same general area of Tennessee, Oneida, 
is in a similar situation. The citizens of this town of approximately 
3,000 have voted for bond issues amounting to $400,000 or more to 
finance buildings for new and expanded industry. A financial obliga- 
tion of this size necessarily limits the services and growth of a small 
city. 

I would like to point out that the people in these areas have huge 
reserves they have paid into the casualty and life insurance companies 
all over the country, and none of it flows back for industrial expansion. 
Yet they have a substantial part of this $100 billion or more of insur- 
ance company reserves for industrial development. It does not flow 
back for industrial expansion in small communities. They cannot 
finance out of Wall Street, through the investment companies. They 
have no source of capital through our private investment system. 
They are cut off from their own savings, except when they use a device 
like public revenue bonds to organize their local capital and collect 
it and invest it in industrial expansion. They need help because their 
local savings are rapidly being exhausted. 

These obligations were incurred locally only because there was no 
other means of even beginning to secure capital to attract industry. 
It was a case of trying to ward off complete economic collapse. , 

In Tennessee, we have concluded that public financing of industrial] 
growth is the only answer to the problem in certain depressed areas. 
The municipalities of Tennessee have advised the State government, 
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and in these hearings they are advising the Federal Government, that 
their debt capacity and financial resources will not permit an expan- 
sion of local financing programs. J believe this also is true of the cities 
in other States which would be affected by H.R. 3505. 

We have issued over $25 million in local government bonds in the 
last 12 years for local financing, at reasonable interest rates. The 
American Investment Bankers Association has declared a boycott on 
purchases of these bonds, and we cannot even sell these bonds to 
investment concerns located within the borders of our own State. 

Mr. Patrman. Tell us a little bit more about this boycott. 

Mr. Bryeuam. In 1952, the American Investment Bankers Associa- 
tion, at its annual convention, stated that none of its members should 
purchase public industrial building bonds. They stated it was social- 
istic, that it would jeopardize the Federal tax exemption on the income 
from public bonds, municipal and State bonds, and that for these two 
reasons their members should not purchase these bonds. 

Mr. Parman. Did the American Bankers Association take that 
action too? 

Mr. Brncuam. I do not believe they have taken formal action. 

Mr. Patrman. This was the American Investment Bankers Asso- 
ciation ? 

Mr. BrncHam. Yes, sir. 

Mr. Patman. I think it was very unusual for them to do this. 

Mr. Brnenam. Well, by that method they were trying to dictate 
what it is appropriate for government todo. They were saying to the 
local governments of my State, and many others, “We think that you 
should not engage in this kind of public enterprise, and therefore we 
will not buy your bonds.” 

Mr. Miturken. Don’t you think that is a question for the State leg- 
islature, that if they were to enact a law that allowed these bonds to be 
bought for trust funds or minor investment funds, that that would be 
all right? That is what happened in Pennsylvania. We passed a 
law in the legislature to allow those funds to be used, authority bonds, 
and this is practically the same thing, as I see it, and if the legislature 
of your State was to enact a law making those legal for trust funds and 
for minors’ funds, I am sure that would help to attract people to buy 
them. 

I think that is a thing you should take back to your State legisla- 
ture. 

Mr. Parman. Make the bonds eligible. 

Mr. MiturKen. That is right. 

Mr. Brncuam. Well, they have made these public bonds eligible for 
the State retirement system and other trust funds, insurance company 
funds, on which there are restrictions on investments. They have 
done it in my State. 

Mr. Patrman. That is a serious matter. I wonder if that has been 
brought to the attention of your attorney general, and also the Attor- 
ney Cehetsl of the United States ? 

Mr. Brneuam. Mr. Chairman, I am not sure that it has. 

Mr. Parman. It occurs to me that it should be brought to the atten- 
tion of those two officers. 

Mr. Brnenam. But I was just recalling, the night before last when 
we were down at the legislature lobbying for some of our legislation, 
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that 3 weeks after the American Investment Bankers Association met 
in 1952 and passed this resolution, one of our largest investment firms 
that had a commitment to buy $3 million of investment bonds to 
finance a very fine industry in a community called off the whole 
proposition because of the boycott imposed. 

Mr. Parman. That is very serious, and I think it should be looked 
into, and I hope you keep me advised. 

Mr. Brneuam. I don’t know whether it is in contravention of the 
antitrust laws of this country or not, but it is dictation by an extra- 
governmental agency of what it is appropriate that State and local 
governments shall do. 

Mr. Parman. I think it is very wrong, and I am sure where there is 
a wrong there is a remedy. For any group to boycott local commu- 
nities in the way and manner that these local communities have been 
boycotted, pe aac in view of the fact that they are trying to do 
what everybody says they should do, get together, use their own re- 
sources, in order to build up their communities—and you have done 
that—you have pledged, in other words, mortgaged the resources of 
your towns and cities, and your bonds are good, evidently. 

Mr. Brneuam. Yes, sir. 

Mr. Parman. And yet this national organization has passed a reso- 
lution boycotting these bonds. I think you will find that that is 
a violation of the law, probably, in Tennessee, and I am sure of the 
national laws. 

Mr. Brnenam. But you see, these small communities only have two 
types of financial institutions: commercial banks and savings and 
loan associations. And neither of those can engage in long-term 
industrial financing. 

Mr. Parman. I know they can’t. That is the reason we passed the 
Small Business Investment Act, to take care of a situation that the 
commercial banks cannot take care of, and which other lending 
agencies cannot take care of. 

Please proceed with your testimony. 

Mr. Brneuam. Tennessee municipalities have assumed the major 
public responsibility for industrial Tnencies by obtaining legislative 
authority to issue both general obligation and revenue bonds for this 

urpose. General obligation bonds are not entirely satisfactory at 

st, and we have As about all we can without damaging our credit 
ratings. Revenue bonds must be bought locally in most instances, 
and this has absorbed nearly all of the available capital in those 
communities which have resorted to them. What other source is left, 
except Federal aid ? 

Some people may try to tell you that the private credit corporation 
can provide the industrial financing needed in these depressed areas. 
Such an unrealistic approach was taken by the U.S. Chamber of 
Commerce at a Senate committee hearing recently on this same 
legislation. 

think there is a place for a private credit corporation in the over- 
all program to save the depressed areas. In fact, the municipalities 
of Tennessee sponsored State legislation this year to authorize forma- 
tion of such a corporation in our State. Tennessee municipalities also 
are proposing a further step, never tried in any other State, through 
a bill which would authorize both city and county governments to 
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buy the capital stock of a development credit corporation. But the 
private development credit corporation alone is not the real solution 
to our problem. 

In the first place, it can do nothing whatever about providing or 
improving the public facilities which industry must have and which | 
the employees of industry must have. 

Secondly, the private credit corporation has proved to be of very 
limited assistance and effectiveness in the States which have experl- 
mented with it. It has been very difficult to sell the necessary capital | 
stock—which is one reason the cities of Tennessee are offering to 
help out in this respect—and the interest charges usually have been 
higher than those on loans from conventional private sources. In 
fact, a survey made for the Tennessee Legislative Council indicated 
that in most cases the interest on loans from private credit corpora- 
tions is at least 6 percent because of the greater risk usually involved 
and the relatively high cost of capital. | 
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I have made a personal, on-the-scene study of the private credit 
corporations in the six New England States and in North Carolina, 
and I do not see how anyone can seriously expect them to do a job 
of this magnitude. The credit corporation idea, you will recall, origi- 
nated in Maine. From there it spread throughout New England, and 
to various other States. Already Maine, New Hampshire, and Rhode | 
Island have found the private corporation inadequate and have acted 
to provide direct financing by the State government. 

Maine, for example, in 10 years, could only sell $93,000 of capital 
stock. So they authorized the use of State credit in the amount of 
$20 million to accelerate the flow of money into industrial financing. 

Other States, such as Arkansas and Pennsylvania, have concluded d 
that public financing is the only practical way to meet this need. th 

But we cannot sit on our hands and wait for this philosophy to 
take hold in all of the States, and wait for the various State legisla- t} 
tures to recognize the problem and perhaps, some day, do something 
about it. While we wait, debate, and procrastinate, men are out of 
work, children are hungry, entire communities and regions of our | 
Nation are drying up before our eyes—because they lack the essential 
—_——s for industrial growth—capital. 

n conclusion, I would like to cite one fact which justifies and makes | 
urgent the enactment of the provisions of this bill to assist depressed 
agricultural areas. | 

An exhaustive study conducted by our State government on outmi- 
gration and industrial development revealed that in the period from | 
1950 through 1957, the State experienced a net loss of homegrown 
people through outmigration of 255,000 and that 90 percent of these 
were in the productive age group from 18 to 34. Tennessee’s loss was ie 
the gain of other States. 

By the most conservative estimate, an investment of some $10,000 | 
or more is required to feed, clothe, educate, and otherwise provide for | 
a young Tennessean until the productive age of 18 to 22 years. Thus, | N 
the economy and the people of our State lost an investment of more 
than $2,500 million by exporting 255,000 of our young men and = 
women. Thus, it is clear that the chief economic product of my State be 
is productive manpower sent out, without cost, to staff the offices, ha 
laboratories, and factories of other States and areas of our Nation. a 


So fp ss es Oo, rm<_— © 


or eh aA 


. = 


eo 
ao 








jie 


dle 


ed 


of 


og 
1g. 


yur 
jal 


sed 


mi- 
‘om 
wn 
\ese 
was 


000 
for 
nus, 
10re 
and 
tate 
ices, 





AREA REDEVELOPMENT ACT 325 


We believe that this bill offers the first practical means to permit 
the rest of the Nation to return some of our investment by financial as- 
sistance to increase the industry and employment opportunities in 
these areas, mostly rural and agricultural, which have every resource 
and opportunity to industrialize except access to the necessary finan- 
cial resources. 

Mr. Parman. One witness brought out yesterday an interesting 
point, Mr. Mayor. He said that so many of the young people have 
left these depressed areas that most of the people there are now senior 
citizens, past the employable age, and that that is an aggravated sit- 
uation, insofar as trying to correct it is concerned. I notice that you 
bring out about the same point, though in another way. 

Mr. Brncuam. There are a few counties in our State where that 
decadence of population has reached a very serious point. And I 
would point out—I discussed this just this week—that when a new 
factory opens in one of our smaller areas or communities, there is a 
very strong reverse flow of this exported population back into the 
area. This is surprising. But as you know, they are employed today 
and unemployed tomorrow, in Detroit, Schenectady and Sandusky. 

I want to say I didn’t mention what happened in 1958 on migration. 
We gained back—we don’t know quite yet how many—but a substan- 
tial part of those we lost in the 2 or 3 preceding years. They came 
back to Tennesseee unemployed to sit out for the duration. 

Mr. Patman. Are there any questions? 

Mr. Mirtrr. I have a question, Mr. Chairman. 

Mr. Parman. Mr. Miller. 

Mr. Mitirr. Mr. Bingham, may I thank you for a very interesting 
and instructive statement. I certainly feel that it has done me a great 
deal of good. You said in the first portion of your statement that 
the one needed factor was additional capital. H.R. 3505 is a fairly 
modest proposal in this regard. Do you have any suggestion to 
this committee and to Congress as to how we could proceed on what 
is a problem of growing magnitude—supplying capital for municipal 
purposes? Do you see where this is going to end, or any fundamental 
—" or study, or means, by which this need is going to be allevi- 
ated ? 

Mr. BrncHam. Well now, if your question was directed to munici- 
pal government capital, for expansion of water sewers, and other 
public facilities 

Mr. Mitier. That is one facet of it. 

Mr. Brncuam. We have very much felt that the community facili- 
ties loan program on the order of $1 billion to $2 billion, as con- 
sidered in the last Congress, was a very justifiable measure. I would 
point out that there is great discrimination in the cost of money. A 
small community in my State today will pay 414 percent for money, 
30-year loans, which a large city can secure for 3 percent. 

Mr. Parman. Or even 2 percent. 

Mr. Brnenam. Or even 2 or 214, that is right, Mr. Chairman. 
Now, this places a great burden on those least able to pay. The 
community facilities loan program would not have been of much 
benefit to larger cities and governments of the country, but would 
have been an equalizing program, as far as the cost of money is con- 
cerned, to smaller communities. 
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Mr. Miuuszr. Are you suggesting that a study of this problem of 
the imbalance of the tax burden by Congress would be helpful ? 

Mr. Brneuam. I think it would be very helpful to study this prob- 
lem, because there is presumed to be a natural balance of forces that 
directs our economy, where factories are located, where governments 
expand and provide facilities, and so forth, but the fact is that there 
is the greatest inequality, the greatest restrictions and limitations 
on the flow of capital to permit the expansion of our industries and 
our cecetiannbad facilities to support them. And many of these 
barriers are artificial, and an area which otherwise has tremendous 
economic potential, natural resources, labor supply, transportation, 
public facilities, does not have access to capital, and therefore is just 
simply cut off, arbitrarily, without reason, except lack of capital. 

Mr. Mitxer. I was asking about a description of what we should 
do about them, rather than a description of the process, itself. Do 
you feel that these various bills which are proposed are going to be 
adequate to this burgeoning need? I can think of my own district, 
the tremendous municipal needs, which, because of our tax base and 
our prospects of taxation, and the fact that there is a great flight of 
capital from those areas; we are going to have an increasing difficulty 
in satisfying. Do you think that this legislation now proposed is 
adequate ? 

Mr. Brneuam. I think legislation will accommodate the needs of 
the more depressed areas. At least we think it will, in our State, 
for a period of perhaps as much as 2 years, which really means about 
1 year’s funds, when we get to the actual expenditure stage. But I 
would think that without a great deal of additional study, the Con- 
gress ought to consider and pass the community facilities loan legisla- 
tion, which was passed in the Senate, and I believe blocked by the 
Rules Committee in the House in the last session of Congress, on the 
order of $1 billion to $2 billion, with interest rates of around 314 
percent. 





Mr. Miter. In amplification of what the chairman has asked you | 


regarding Mr. Miernyk’s testimony yesterday, about the pockets of 
unemployment, and the continuing nature of those pockets due to 
various environmental factors, the age groups, and so forth, of the 
individuals that are left, would you be able to generalize for us, from 
your own experience, as to whether this is true or not true in 
Tennessee ? 

Mr. Brneuam. Our rural areas still have an ample labor supply. 
In the testimony of one of these mayors here, of Livingston, Tenn., 
they have about 1,700 women employed in these plants, 

He testifies that if you would make an announcement today that 
there would be 2,000 jobs available at a factory Monday morning, 
there would be 2,500 people there, men particularly, seeking those 
jobs. We still have the labor supply. 


Mr. Miter. To try to be more specific in my question, he indicated | 


that this would be persistent and continuing. In other words, that | 


this was not something that would be cured by attrition, and so on, 
but that it would be continuing. Is this your experience in Tennessee, 
that the prospect of these pockets remaining for years and years is 
foreseeable ? 
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Mr. Bineuam. Yes, I think it is chronic, because the population of 
many of these areas is tied by sentiment, by economics, to the area. 
Also, these people have difficulty acquiring the skills needed to seek 
employment in other places. ‘They are unskilled, many of them, 
largely, and they have a preference, they would rather live in their 
rural and smaller communities, and we have had this situation chronic 
for at least 25 to 30 years, since agriculture commenced to mechanize 
and automate, and we had this drift of population from the farm to 
urban employment. 

Mr. Mitier. Would you say, then, that the need for this legisla- 
tion is as urgent or more urgent in this session of Conyress than it 
was in preceding sessions ? 

Mr. Brncuam. I think it is more urgent. The problem still exists. 
I believe it is getting more chronic, we are getting larger concentra- 
tions of industry, larger industrial plants, more automation, and I 
believe, both as to the industrially depressed areas and the rural 
underdeveloped areas, that this legislation is of equal or greater 
urgency than last year, when we had a temporary condition of un- 
employment. 

Mr. Mitter. To make it as graphic as possible, would you care to 
compare it in any way to the depression of 1929 to 1932? 

r. Brincuam. Well, as to these depressed areas, we have several 
that are very chronic, that are industrial areas. I don’t think there 
is any hope for their recovery. They may ultimately be just dried 
up and their population siphoned off. There are vast areas in my 
State where the economy is equally as depressed as it was in 1929 to 
1933, and there is very little hope of economic recovery without some 
outside assistance to make capital available. 

Mr. Miuter. Thank you very much, Mr, Chairman. 

Mr. Parman. Mr. Bass. 

Mr. Bass. Mr. Bingham, I think you underrate the value and effec- 
tiveness of these so-called private industrial development corpora- 
tions. I note, for instance, that you say in your prepared statement 
that they have been a failure in New Hampshire, which is incidentally 
my home State, and that New Hampshire has abandoned this device. 
That is not the case. 

We have organized a number of these local industrial development 
corporations, and they have been very effective in directly bringing 
in many new industries into our State of New Hampshire. In fact, 
many of our local communities have, so to speak, pulled themselves up 
by their own bootstraps using this device, much in the way as the two 
communities in Tennessee, edanaen and Oneida, which you have 
described. 

I was impressed by your account of how the people in those com- 
munities have gotten together and through their own efforts and 
their own resources, stretching these resources to the very limit, have 
actually pulled themselves up by their own bootstraps. 

If the Congress should enact this legislation, would it help the peo- 

le in Livingston and Oneida? They have already gone ahead. 

hey have borrowed funds and provided employment. In a sense, 
wouldn’t that be rather discriminatory against them? They wouldn’t 
qualify for assistance under the Spence bill, would they # 
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Mr. Brnewam. Yes, they will qualify splendidly, and they testify 
here that their local capital is exhausted and they need some outside 
capital, and that they still have tremendous unemployment in their 
areas. In the La Follette area, I believe there is an unemployment 
of around 2,200, actual unemployment. 

Mr. Bass. Where is that 

Mr. Brncuam. In La Follette, Tenn., one of the three which I cited. 
But they have testified, and I am convinced, that their future growth 
in industry and jobs cannot be achieved without the capital and funds 
provided under such legislation as this. 

Mr. Bass. Well, for instance, what is the percentage of unemploy- 
ment in Livingston ? 

Mr. Brneuam. There are no records on Livingston. ‘There are on 
La Follette, which is an industrial area. Livingston is a rural area. 

Mr. Bass. What about Oneida? 

Mr. Bineuam. There are no records on that. In La Follette, the 
unemployment, I believe, is around 2,200 in that county. It is an in- 
dustrial area, and Unemployment Security develops the information, 
but in a community such as Livingston, their unemployed do not show 
up in the unemployed rolls of this country, because they are people 
who have never had industrial employment. 

Mr. Bass. What makes you think that Livingston would qualify for 
assistance under the terms of the Spence bill ? 

Mr. Brneuam. They are a rural underdeveloped area, and would 
qualify under that phase of the program to which one half of the 
money is allotted. 

Mr. Bass. Well, in your prepared statement, you talk of Livingston 
as being an industrial area here, not a rural area. 

Mr. Brneuam. But it is an industrial city in a rural area, and that 
county is 1 of the 315 poorest rural counties of the United States of 
America, based on farm income and average per capita income. 

Mr. Bass. I can’t see that you have given us any information that 
would establish the fact that Livingston or Oneida would qualify as 
industrial areas eligible to receive assistance under the Spence bill. 

Mr. Brycuam. Now, Congressman, I was trying to make that plain. 
These are in rural areas. Now, they have, in the last few years, en- 
deavored to industrialize. However, they are still classed as rural 
agricultural counties and would qualify under the rural redevelop- 
ment phase of this legislation, and not under the phase dealing with 
industrial areas of chronic unemployment. 

Mr. Bass. How do you know they would qualify ? 

Mr. Brneuam. In the studies made by the committees last year, 
these two counties were identified as among the 315 poorest agricul- 
tural counties in the United States. Now, they originally had a limit 
of 300 counties in the legislation last year, but that has been removed. 
However, they were so identified based on the studies of the commit- 
tees and their staffs made in the last session of Congress, and they do 
ret tremendous underemployment represented by their rural popu- 

ation. 

You see, I cited to you that Livingston had an industrial payroll 
of 1,800, 97 percent of whom live on farms and in the rural areas of 
that county, not even in the boundaries of the town. And I cited, 
further, that of these 1,800, approximately 1,700 are women who are 
employed, and they believe they have at least 2,500 men in that same 
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area that are now available for industrial employment, and cannot 
find gainful employment in any other activity. 

Mr. Bass. But you have no figures as to what the percentage of 
employment is, in for instance, the Livingston area ? 

Mr. Bineuam. No. Our department of employment security—in 
fact, it would be impossible. You would have to take a special census 
to find out what the unemployment is, because these people are not 
industrially unemployed. They are agricultural; they live on farms 
and rural areas, and they are farm people who are underemployed, or 
unemployed, and never show up in the industrial unemployment rolls 
of our State or of the country. 

Mr. Bass. What areas in Tennessee would qualify under this bill 
as industrial areas / 

Mr. Bbineuam. LaFollette is one, with 2,200 unemployed. That is 
over 12 percent. 

Mr. Bass. That is 12 percent? 

Mr. Binenam. Yes, sir. Knoxville, and that area, which contains 
about 300,000 people; Johnson City, Kingsport, and the Bristol area 
of upper Tennessee, which contains perhaps 150,000 to 175,000 people ; 
the Chattanooga area, containing 250,000; and the Memphis area, con- 
taining over 600,000. 

Mr. Bass. Did you see the list of areas which has been prepared by, 
I believe it was the Labor Department, which would qualify as indus- 
trial areas eligible for assistance under the bill we considered last 
year ¢ 

Mr. Binauam. Yes, sir. 

Mr. Bass. Did it include all those areas you mention ¢ 

Mr. Bincuam. Yes. As of now,that is. Now, this may not be true 
a few weeks from now. but the latest information I have is that those 
are the areas qualifying for the industrial redevelopment aid. 

Mr. Patman. Has any part of this unemployment been caused by 
the closing down of factories which are national factories ? 

Mr. Brncuam. Well, we have had very little of that, except that 
there have been a few instances—for example, the Ford Motor Co. 
closed down an assembly plant in Memphis, Tenn., employing origi- 
nally some 2,600 or 2,700 people, and when it closed down it was em- 
ploying some 1,500 or 1,600. That is an example of a national concern 
closing down a branch plant. But we have had very little of that, 
on the whole, in Tennessee. 

Mr. Parman. Mr. Johnson. 

Mr. Jounson. First, I want to congratulate the witness. I think 

ou have been a very fine witness, as the questions indicate, and also I 
ave found your testimony well argued and with good objective data. 

I would call to your attention that perhaps two things suggested 
by you are not properly within the province of this committee, but 
certainly are within the province of the Congress. For example, 
some tax reform might help to solve this capital problem of which 
you speak, and certainly suggestions to the House Ways and Means 
Committee and the Senate Finance Committee with respect to tax 
reform would very definitely be in order. 

Secondly, the problem of how to secure better employment of the 
older workers, which was covered more fully in yesterday’s testimony 
and which was suggested also by yourself, seems to me to involve 
certain improvements, as I see it, in the Social Security Act. For 
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example, the fringe benefits that are now being administered by 
companies and unions, in effect, are freezing workers to their jobs and 
freezing them to their communities, and it may well be that we should 
undertake a reexamination of our social security program to see if 
we are doing an adequate job. But that is not a problem of the Bank- 
ing and Currency Ceamibitbee: therefore, any suggestions you have 
in that area would also go to the Ways and Means Committee. 

But in your testimony, and in Mr. Bass’ questioning, the question 
came up of the development corporation. You said you had inves- 
tigated these at firsthand and felt they were very limited in effect, 
and that they had been abandoned in certain New England areas 
where they had been tried. I wonder if you could be just a bit more 
explicit in your reply to the question that was asked by Mr. Ba 
to indicate why it was that he felt they were still functioning an 
you felt they were not? 

Mr. Bineuam. Well, unfortunately, I don’t have the record of our 
investigation on that here with me. 

Mr. Parman. Will the gentleman yield for a moment? Our Com- 
mittee on Small Business last year went into the same thing, and we 
made a report on it, and we came to about the same conclusion that 
you have announced here. In our report, without specifically men- 
tioning any States, we went into that. But we were under the im- 
pression that they had not been effective, but the Small Business Act 
would make it possible for them to actually perform more effectively. 

Mr. Jounson. I thank the chairman for that information. 

Mr. Brnenam. But I went to visit them in 1957 because we were 
trying to find out what to do. 

Mr. Bass. Mr. Chairman, if you would yield just a minute so that 
the record may be clear, I just want to state again that in New Hamp- 
shire these private industrial development corporations have been a 
great asset and a great success, and they have not been failures, and 
we have not abandoned them. 

Mr. Jounson. I am glad to hear that. 

Mr. Parman. Go ahead, Mr. Johnson. 

Mr. Jonnson. Only one other comment, rather than a question : You 
spoke of the need to come to the Federal Government because your 
own municipalities had been turned down by the State. I have been 
working on Federal-State relations for a long number of years, and 
I am a firm believer in the thought that governmental action should 

roceed as closely to the people as possible; namely, the local and 

State level. But if I understood you correctly, you were simply say- 
ing that in Tennessee as in many other States, the plea for States 
rights has not led to State action, but rather to State inaction. 

Mr. Brneuam. That is correct. 

Mr. Jounson. And that the purpose of your testimony before the 
Congress this morning is, at least in part, a sense of frustration on the 
part of the cities of Tennessee, that they have not had their legitimate 
needs met by their own State legislature. Therefore they have come 
to the Congress seeking relief, even though you would grant that, 
theoretically at least, some of your troubles could have been solved by 
suitable action at the State level ? 
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Mr. Bincuam. We think the State could do more, if it would, but 
before the Government Operations Subcommittee of Mr. Fountain, 
last year, the mayors of this country testified at length about the 
inadequacies of the States in dealing with urban problems, both gov- 
ernmental and otherwise, and this view is virtually the unanimous 
view of the cities of the country, not just the little ones, but also the 
big ones, not just the rich pro’ also the poor ones, that the States 
will not and cannot provide the authority and the assistance, partic- 
ularly financial, that is needed to lick the problems in the urban areas 
of this country. 

Mr. Jounson. Thank you. 

Mr. Patrman. Are there any other questions, gentlemen ? 

If not, thank you very much, Mr. Bingham. 

I have a statement here from a member of our committee, Congress- 
man Siler, and also a copy of his bill. Without objection, it will be 
inserted in the record at this point. 


STATEMENT OF HON. EUGENE SILER, MEMBER OF CONGRESS FROM 
THE EIGHTH CONGRESSIONAL DISTRICT OF KENTUCKY 


Mr. Strer. Mr. Chairman and members of the committee, as a Rep- 
resentative in Congress from an area of southeastern Kentucky that 
is suffering from terrible economic conditions and unemployment, I 
am happy to make a statement that I believe may be helpful in help- 
ing you and all others interested to solve this problem. It is my 
opinion that the Internal Revenue Code of 1954 should be amended so 
as to exempt any corporation from the payment of corporate income 
tax where such corporation’s operation is carried on in an economi- 
cally depressed area and will provide employment for specified num- 
ber of persons in that area. I have such a bill and I am attaching a 
copy of same hereto, my bill being H.R. 3696. 

The arguments in favor of exempting corporations that will locate 
in depressed areas from payment of income tax are: 

(1) This would cost no additional taxes and would require no 
appropriations; 

2) this would set up no additional bureaucracy ; 

(3) this could be accomplished immediately and within a matter of 
weeks ; 

4) ’this would involve no socialistic experiment; and 

ts) this could and should be framed in such a way that the tax 
incentive or exemption would not be granted to an industry removing 
its facility from one part of the country to another. 

My own bill is drawn in such a way as to support all of these argu- 
ments, and I hope you will look at it and give it your consideration 
and then produce such legislation along this line of thinking as you 
consider would be in the best interest to our country in general and 
its depressed areas in particular. 

With appreciation for your consideration, this is respectfully 
submitted. 














332 AREA REDEVELOPMENT ACT 


[H.R. 3696, 86th Cong., 1st sess.] 


A BILL ‘Co amend the Internal Revenue Code of 1954 to exempt a corporation from the 
corporate income tax where its operations are carried on in an economically depressed 
area and provide employment for a specified minimum number of persons in that area 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) part II of subchapter A of chapter 
1 of the Internal Revenue Code of 1954 (relating to tax on corporations) is 
amended by redesignating section 12 as section 13 and by adding after section 11 
the following new section: 


“SEC. 12. EXEMPTION FOR CORPORATIONS OPERATING IN ECO- 
NOMICALLY DEPRESSED AREAS 


“(a) In GENERAL.—Subject to the requirements and limitations set forth in 
this section, section 11(a) shall not apply to a corporation which during the 
taxable year conducts its trade or business in an economically depressed area 
(as defined in subsection (qd) ). 

“(b) REQUIREMENTS FOR EXEMPTION.— 

(1) MINIMUM AVERAGE EMPLOYMENT.—A corporation shall be entitled to 
exemption under this section for any taxable year with respect to operations 
in any economically depressed area only if it has employed an average of 
not less than 200 persons throughout such year in conducting its trade or 
business in such area. 

“(2) PROHIBITION OF EXEMPTION IN CASES OF RELOCATED OPERATIONS.— 
A corporation shall be entitled to exemption under this section for any 
taxable year by reason of its conduct of a trade or business in an economi- 
cally depressed area only if such trade or business (A) was being conducted 
by such corporation in such area before it became an economically depressed 
area or was commenced by such corporation in such area during the taxable 
year, and (B) in no way constitutes a removal or relocation of such cor- 
porations activities from another area to such economically depressed area. 

(ec) LIMITATIONS.— 

“(1) MAXIMUM OF FIVE YEARS EXEMPTIONS.—NOo corporation shall be en- 
titled to exemption under this section for more than five taxable years 
(whether or not consecutive) with respect to the conduct of a trade or busi- 
ness in the same economically depressed area. 

“(2) BRANCH OPERATIONS.—If a corporation conducts its trade or business 
in more than one economically depressed area during the taxable year, the 
exemption under this section shall be determined separately for each such 
area; and if a corporation conducting its trade or business in one or more 
economically depressed areas also conducts such trade or business during the 
taxable year in areas which are not economically depressed, the exemption 
under this section shall apply, under regulations prescribed by the Secretary 
or his delegate, only with respect to income attributable to the conduct of 
such trade or business in such economically depressed area or areas. 

“(d) Derinirion.—As used in this section with respect to any taxable year, 
the term ‘economically depressed area’ means a labor market area in which 
there has existed unemployment of not less than 10 per centum of the labor 
force, as determined by the Secretary of Labor and certified to the Secretary or 
his delegate, during the six-month period immediately preceding the first day of 
such taxable year or the day on which the corporation commenced conducting 
its trade or business in such area, whichever is later. The certifications required 
of the Secretary of Labor under this subsection shall be made not less often 
than semiannually. 

“(e) Net OPERATING Loss CARRYBACK OR CARRYOVER FOR OTHER TAXABLE 
Years.—To the extent that a corporation is entitled to exemption under this 
section for any taxable year, such year shall be excluded, under regulations 
prescribed by the Secretary or his delegate, in determining the years to which 
such corporation’s net operating loss for any other taxable year may be car- 
ried back or carried over under section 172(b) (relating to net operating loss 
deduction). 

“(f) APPLICATION OF EXEMPTION TO OTHER TAXES IMPOSED ON CORPORATIONS.— 
Under regulations prescribed by the Secretary or his delegate, the exemption 
provided by this section shall be applicable (as though the tax involved were the 
tax imposed under section 11) to— 
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‘“(1) the alternative tax on capital gains under section 1201(a), 
“(2) the taxes imposed or described in sections 511, 522, 594, 802, 811, 
821, 831, 852, 882, and 1361, and 
“(3) declarations and payments of estimated income tax by corporations 
under sections 6016 and 6655.” 
(b) The table of sections for part II of subchapter A of chapter 1 of such 
Code is amended by striking out 


“See. 12. Cross references relating to tax on corporations.” 


and inserting in lieu thereof 


“Sec, 12. Exemption for corporations operating in economically depressed areas. 
“Sec. 13. Cross references relating to tax on corporations.” 
Sec. 2. The amendments made by the first section of this Act shall apply 
only with respect to taxable years ending after the date of the enactment of 
this Act. 


(The statements referred to by Mr. Bingham are as follows:) 


STATEMENT ON H.R. 3505 py Huan HEATHERLY, City RECORDER, LA FOLLETTE, 
TENN., ON BEHALF OF THE CITY OF LA FOLLETTE, TENN., THE TENNESSEE MUNIC- 
IPAL LEAGUE 


La Follette, Tenn., is in a mountainous area of upper east Tennessee, adjoining 
Kentucky. For many years the area was largely dependent upon coal mining 
for nonfarm employment. Coal mining is in a serious decline, from which it 
may never recover. Our land is not suited to mechanized farming, and many 
of the large farms in our area are concentrating now on cattle rather than crops. 

It is no exaggeration to say that our economic situation now is much worse than 
during the great depression of the 1930's. 

We have severe and continuing economic problems. The municipal government 
and the private citizens of my community have made an honest and costly 
effort to provide jobs for our people and business for our merchants. We are 
not sitting idle with the thought of receiving a handout from the Federal Govern- 
ment. But if unemployment continues in my area, disaster is unavoidable. 

We are not beyond help. We can become more prosperous, more productive, 
with outside aid such as would be provided under the Area Redevelopment Act 
now before you. The point is that at the present time we have all but exhausted 
our own limited resources, and we have nowhere to turn for help except to 
the Federal Government. 

We are a proud people, and we do not ask for charity. All we ask is an 
opportunity to create the conditions that will make us more attractive to 
business and industry, in order that we may become self-supporting and con- 
tribute to the national economy rather than being a drain upon it. 

Let me tell you briefly about conditions in my area, and what we have done 
on our own. 

Campbell County, in which La Follette is situated, has been losing population 
steadily, and at an alarming rate. The reason, of course, is that there has been 
no economic opportunity in Campbell and adjacent counties to hold our produc- 
tive, ambitious younger people. Our county’s population in 1950 was 34,400. 
By 1956, it was down to 33,200—a decline of 1,200. However, we had an excess 
of births over deaths totaling 3,700. So our net loss through outmigration from 
Campbell County was 4,900, or 14.2 percent of our entire population. This is 
indeed a disturbing figure and a symptom of something seriously wrong. 

Our per capita income is only slightly more than one-half the average for 
Tennessee—aud Tennessee’s average for years has been only about two-thirds 
of the national average. In a poor State, we are among the poorest. The most 
recent available figures on income for Campbell County are estimates for 1953 
compiled by Dr. Ormond C. Corry of the University of Tennessee Bureau of 
Business and Economic Research. They show Campbell County with a per 
capita income of $735. The Tennessee average was $1,217. The national 
average was $1,788—or well over $1,000 more per person than we had in 
Campbell County. 

The value of farm products in Campbell County has declined steadily. In 
1949 it amounted to $1,036,000, but by 1954 it had dropped to $914,000. The 
downward trend in actual dollars is continuing, and this does not take into 
account the effect of inflation upon those dollars. 
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The value of livestock and livestock products in our county is down from 
$496,000 in 1949 to $394,000 in 1954. And the value of our forest products has 
dropped from $40,000 in 1949 to $17,000 in 1954. 

In the La Follette-Jellico-Tazewell area, comprising Campbell and adjoining 
Claiborne County, there was a civilian labor force of 16,350 as of last October. 
We had some 14 percent unemployed, or 2,250 persons known to be looking for 
work and unable to find it. This figure, of course, does not represent all of our 
unemployment because many people who wanted to work did not register with 
the employment security office or otherwise provide any official record of their 
situation. ; 

In these same two counties, we have had a decline of approximately 2,000 in 
employment in coal mining alone. And, again, this is not an entirely accurate 
figure because many miners who are counted now as employed actually are 
working only 1 or 2 days a week. 

Railroad employment on both the Louisville & Nashville and the Southern sys- 
tems has declined considerably because of the great reduction in coal shipments. 
Also, these railroads now have central control dispatch systems which have caused 
a layoff of a number of dispatchers and switchmen. 

I have mentioned our tremendous outmigration problem. We recently have 
been carrying an added burden related to this problem, in that a large number 
of outmigrants who were laid off by industries in the Midwest have come home— 
jobless then, and still jobless now . 

An unemployment situation such as that afflicting our area has repercussions 
throughout our economy. In La Follette, several businesses have been forced to 
close because of a lack of local purchasing power. In Jellico, at least 16 firms 
engaged in trade or services have gone out of business in the past year, throwing 
almost 300 persons on the unemployment rolls. 

These are some of the facts—not a complete set, but surely enough to demon: 
strate that we need help and need it immediately. 

Now let me tell you briefly about our own city—some of our problems, and 
what we have been doing. 

La Follette desperately needs a better sanitary sewer system. We cannot 
attract nor serve industry without it. Less than one-third of our population has 
access to the present antiquated system. 

We need to expand our water supply capacity and our water service area. We 
need to improve and add to our roads and streets, but we can barely maintain 
our present system under our financial limitations. 

We should annex fringe areas, but the present financial status of our city will 
not let us offer the services that residents of a city should have. 

Our only means of financing these projects is through additional tax levies upon 
our already overtaxed citizens. We know that many of our people are unable 
to meet the demands we already have made of them. 

Earlier, I mentioned that we have made an earnest effort to help ourselves. 
These efforts have been successful to some extent. In 1958 we added four new 
industries and saw one existing industry increase employment by 25 persons due 
to a plant expansion. Our new industries are Koppers, Inc., employing 300; 
Electro Mechanical Products Co., employing 175; Supreme Plating Co., employ- 
ing 50; and Riggs Veneer Co., employing 15. 

As a part of our bootstrap program, the citizens of La Follette and the sur- 
rounding community formed the La Follette Development Corp. They raised 
$90,000 to buy land for industrial sites, and for construction. One factory build- 
ing was constructed from this original capital, supplemented with a $65,000 loan 
from the Small Business Administration. 

One of the new industries I listed, the Supreme Plating Co., has obtained a 
$40,000 loan from the Development Corporation. This money was borrowed 
from local banks by the corporation directors. To secure the loan, 40 people 
signed notes in the amount of $1,000 each. 

We simply cannot obtain the kind of long-term equity capital needed for 
financing new industry from the usual private banking sources. 

The directors of our local corporation have diligently followed up all leads on 
prospective industries. They have gone into other cities and into other States to 
try to induce manufacturers to locate plants in the industrial site area available 
at La Follette. The expense of these efforts to attract industry has been borne 
by the interested persons involved. 
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We know that if we are going to attract and sustain industry, we must improve 
our municipal services. We must provide the water, sewers, streets, schools, 
policing, fire protection—and sometimes the land and buildings for industry. 

Our past experience indicates that we have the potential to prosper. We have 
natural resources such as coal and timber. We have an adequate and available 
labor supply. We have good transportation, a good geographical location, a mild 
climate. About the only thing we lack, in fact, is help in planning and financing 
our economic redevelopment. 

We are doing all we can locally. Through no fault of our own, we are in truth 
a depressed area. But we need not remain depressed forever. This proposed 
legislation could be the salvation of La Follette, Tenn., and the La Follettes in 
other parts of the country. 


STATEMENT ON H.R. 3505 spy Mayor DWAIN PETERMAN, LIVINGSTON, TENN., ON 
BEHALF OF THE CITy OF LIVINGSTON, TENN., THE TENNESSEE MUNICIPAL LEAGUE 


Livingston, a town of 2,500 population in east Tennessee, is an outstanding 
example of a small town which is trying hard to make the changeover from an 
agricultural trading center to an industrial center. It is an example of a small 
town which is supporting the economy of an entire area through the industry 
it has obtained. 

I should say quickly that the economy of our area is not what it should be, 
and not what it could be. We have cold, hungry people out of work and with 
scant prospect of finding work. 

In my opinion, the area redevelopment legislation before this committee offers 
the best hope for Livingston and the surrounding area to get on its feet eco- 
nomically and get into step with the rest of the country. 

We can get the job done in Livingston and in Overton County if we can get 
loans—at an interest rate we can afford to pay—for industrial plant and equip- 
ment financing; if we can get loans and grants for public facilities; if we can 
get technical help in analyzing our problems and drawing up plans to solve 
them. Thus, the bill now under consideration is exactly what is needed at 
Livingston, and at other places in the country with similar problems. 

We are making a vigorous local effort at Livingston to improve our situation. 
I want to assure you that we are going to continue that local effort regardless 
of what Congress does. But our chances for doing the job that needs to be done 
will be improved almost immeasurably with help from the Federal Government. 
In fact, if the Federal Government does not help us, we may soon be beyond 
help. 

And this would be a real tragedy for our small town, for Tennessee and for 
the country. 

Livingston has much to offer industry aside from money—which is in des- 
perately short supply and has been for a long time. We have a fine labor pool, 
a good climate, good highway transportation, a favorable location for distribu- 
tion purposes. 

One of our best natural resources is timber. We could become a center of 
manufacturing for furniture and other wood products. Or we could be an 
excellent site for plastic manufacturing, or other light industry. We have not 
been able to compete with other areas effectively because of a lack of industrial 
financing capacity, and a lack of services and facilities needed by industry. 

Why are we so interested in getting industry? We see it as the only chance 
to survive. 

We cannot look to agriculture to solve our problems. People are leaving those 
little hill farms as fast as they can—and no wonder. Farm income averages 
around $900 a year per family—not per person, but per family. 

Coal mining is falling off to practically nothing. The last official count on 
ae mining employment was made in 1956, and it showed only 70 employees 
then. 

Timber production and income dropped off from a total value of $105,000 in 
1949 to $45,000 in 1954, the last year on which we have complete figures. 

In fact, about all there is in our section is the five industrial plants in or 
near Livingston. The biggest one of them is a shirt factory, and most of its 
employees are women. We are glad to have it, of course. But we need in- 
dustry that employs men. It’s not a healthy economic or domestic situation 
when the family depends on a woman’s factory wages to pay almost all the bills. 
We have perhaps 1,300 women on industrial payrolls in our immediate area— 
and 1,500 or more unemployed men. 
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An industrial situation in which most of the employees are women always re- 
sults in a relatively low income level. I mentioned our extremely low farm 
income in Overton County. The average annual income from all sources, ac- 
cording to the latest figures available, is $585 per person in Overton County. 

That’s only a little more than $10 a week. It’s less than half the average 
income in Tennessee as a whole, and Tennessee is historically a low income State. 
And the income in Overton County is less than one-third the national average. 

When you’re in an economic condition of this kind—with jobs scarce and not 
paying much when they are available—you start thinking about getting out, 
about trying to do better somewhere else. That’s what our people have done. 
We’re losing our young people, and the ones with the education and the skills 
to get jobs in more prosperous communities. 

Overton County has lost nearly 20 percent of its population from 1950 to 1956 
by outmigration. We should have had a population increase of 1,300—and we 
would have if there had been jobs to hold our people at home. But instead we 
lost 3,500 by outmigration. As long as these people who left are employed and 
productive and contributing to the economy of the communities where they found 
work, they will stay there. If and when they get laid off, they will come back 
home. Unless we get some help, we still won’t have jobs for them in Livingston. 

But it won’t be because we have not tried. Let me tell you briefly about how 
our people have tried to help themselves. 

The municipal government of Livingston has assumed a major responsibility 
in attracting and serving the industry we do have. There are about 1,800 in- 
dustrial jobs in the community—but only 3 percent of the workers live inside the 
city. And 30 percent of them don’t even live in Overton County. 

Our local efforts to get industry include raising $282,000 to finance industrial 
buildings and to offer other inducements to plants and payrolls. Nearly half 
of this money was in direct loans from business and professional people. 

The town of Livingston has incurred a bonded debt of $538,000 to help finance 
industry and to provide services such as sewers and water. Our city tax rate 
is 65¢ per $100—but we have reassessed property at 80 percent of actual value, 

The property tax produces only $32,000 a year. We can’t increase it, because 
property owners already are paying such high county taxes. Sixty-five percent 
of the county’s tax levies are on property inside Livingston, and they average 
twice that of the city. So if we increase city taxes, we will just drive people and 
businesses out of town. 

I mention this tax situation only to illustrate that the city of Livingston is 
just about at the end of the road so far as obtaining any more money is concerned. 
Ye only about one-half of the town is sewered. We need to spend $88,000 on our 
water filtration plant. We need to extend water and sewerage lines into our 
fringe areas. 

We should annex about 1,000 people living just outside our boundaries. And 
we plan to do so. But this will involve providing them with the expensive munic- 
ipal services they should have if they are brought inside our corporate limits. 

And any new industry which we obtain is going to place an added burden upon 
our municipal facilities and services. 

We are doing all we can to solve our problems in Livingston, and I am proud 
of what we have done. I wonder how many—if any—small towns have put forth 
as much effort? All we want is some timely assistance and the chance to do 
more. 


Mr. Parman. Now we have two Members of Congress here. Mr. 
Foley has been here since the session started at 10 o’clock, I believe. 
Mr. Foley. 


STATEMENT OF HON. JOHN R. FOLEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Fortxy. Mr. Chairman, in deference to the members of the com- 
mittee and the time element, if the chairman desires, I will just sub- 
mit my statement, rather than read it, because of the time. 

Mr. Patrman. Without objection then, it will be inserted in the 
record at this point. 
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Mr. Fotrey. Mr. Chairman, my name is John R. Foley. I am a 
Member of Congress from the Sixth Congressional District of the 
State of Maryland. I am appearing today before the committee in 
support of legislation to establish an effective program to alleviate 
conditions of substantial and persistent unemployment and underem- 
ployment in certain economically depressed areas—the Area Rede- 
velopment Act of 1959. 

I want to say, Mr. Chairman, that I am very grateful to the com- 
mittee for permitting me to appear today to make a brief statement 
in support of what I sincerely believe to be vitally needed legislation. 
My own deep personal convictions with respect to problems created by 
areas of chronic unemployment and the severe hardship that accom- 

anies it are illustrated by my having introduced a companion bill, 
ILR. 4996 to H.R. 3505, the bill introduced by the distinguished chair- 
man of this committee. 

Congress has made attempts to deal with problems of chronic unem- 
ployment in economically depressed areas for several years. ‘The first 
comprehensive proposal for Federal assistance was introduced as far 
back as the 83d Congress. Since that time all efforts to effectuate a 
coherent and adequate Federal program have been frustrated. I am 
strongly convinced that the employment situation is more serious today 
than it ever has been, and that we cannot permit this critically needed 
Federal] action to be delayed any longer. 

Mr. Chairman, I am not an economist, and you have had, and will 
have, plenty of expert testimony before this committee establishing 
the economic facts of life involved here. I do understand what is 
happening to working people and their families in my State of Mary- 
land, and in the Sixth Congressional District. 

Unemployment has reached tragic proportions in Maryland. As 
of February 14, 1959, 56,698 working men and women in the State 
of Maryland were collecting some form of unemployment insurance. 
Of those, 46,239 were unemployed and collecting insurance benefits 
under State programs and unemployment compensation for Federal 
employees—1,593 more than a year ago. Of those now receiving in- 
surance benefits alone, 34,000 more working people are unemployed 
in my State than were unemployed, on the average, in 1956. 

But these figures do not begin to indicate the proportions of the 
unemployment problem in Maryland. While well over 56,000 Mary- 
land workers are unemployed, but collecting unemployment insurance 
benefits, at least another 11,000 unemployed persons in the State have 
exhausted their extended unemployment compensation benefits and 
are unable to find work. The total unemployment in my State today 
must be in excess of 68,000 people. When you add to that figure the 
wives and children of these unemployed persons, the situation can 
only be regarded as a very, very serious one. 

I should like to request the indulgence of the committee to sum- 
marize briefly the findings of the Maryland Department of Employ- 
ment Security with respect to unemployment in our State. Mr. 
Robert. B. Kimble, the executive director of the department, an- 
nounced on the 23d of last month that— 
the average number of workers and the average percentage of the civilian 
labor force out of work in Maryland last year was higher than in any year 


since the department began compiling total employment and unemployment 
Statistics for the State in 1950. 
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Out of a total increase in unemployment in the State of 39,000 for 
1958, 21,700 can be accounted for as a result of declining employment, 
and 16,900 as a result of the growth in the labor force which the econ- 
omy was not in a position to absorb. Let me just introduce at this 

int a table which shows what the unemployment picture has been 
in Maryland since 1950, indicating the total number of unemployed 
in the State and the percentage of the total labor force unemployed. 





Average Average 
Year number un-| percent of 
employed labor force 
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Now, Mr. Chairman, I submit that this is a critical situation which 
involves a devastating and brutal kind of hardship and misery for a 
sizable proportion of our working people. And it is not improving 
cchetenente 

What we are faced with is the peculiar circumstance of apparently 
improved private profit and production, along with, and at the same 
time, continuing unemployment with its terribly destructive and de- 
generating effects. 

What is to be done to deal with this critical problem? Obviously, 
attention must be, and I am sure will be, given to providing general 
relief from hardship created by unemployment by means of unem- 
ployment compensation. But a significant proportion of the total 
number of unemployed in Maryland, as in other States, is concentrated 
in certain areas of persistent and chronic unemployment. The prin- 
cipal areas of increased unemployment in my district are Hagerstown, 
Cumberland, and Brunswick. Large numbers of my constituents face 
the debilitating effects of unemployment that appear to be not tem- 
porary and seasonal, but rather persistent and permanent. 

Two cities in my district, Cumberland and Frederick, are listed by 
the Department of Labor, and have been so listed for a long time, as 
labor market areas suffering from a substantial labor surplus. That 
means they are areas where at least 6 percent of the labor force is 
unemployed. 

Though other cities fall below the criteria used by the Labor De- 
partment to determine labor surplus areas, in some of them, such as 
Hagerstown, unemployment is increasing at an alarming rate. It now 
exceeds 12 percent of the work force. On January 16, 250 workers 
and last week 450 more workers were laid off by the Fairchild airplane 
manufacturing plant. Between January 1, 1959, and January 31, 
1959, approximately 2,000 persons were laid off by Fairchild. An 
acute depressed condition now exists in the Hagerstown area. 

Garrett County, in western Maryland, had been suffering from 
severe farm depression, and would, i feel sure, qualify under the cri- 
teria incorporated in the Spence bill as a rural redevelopment area. 

The situation in Cumberland is, of course, the most persistent of all 
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in my own district. Unemployment in Cumberland has hovered at 
about 8 percent of the labor force at least since World War II. 

In Cumberland the combined effect of the decline in coal mining, 
railroading, and textiles has hit this smaller labor market area with 
tragic force. Last year, over 500 persons were furloughed by rail- 
roads in Cumberland. Some of these workers had over 25 years of 
seniority. Many now have exhausted unemployment benefits. Cum- 
berland clearly meets the requirements of the Spence bill for designa- 
tion as an industrial redevelopment area. 

Now, Mr. Chairman, I do not want to use any more of the precious 
time available to the committee. I have endeavored to present to the 
committee what I believe are the most important facts of economic 
life in my State and district, by way of illustrating the pressing 
urgency of the enactment of adequate and effective legislation. My 
conviction is that the most effective approach is that taken in the 
legislation proposed by the chairman of this committee, to which I 
have introduced companion legislation. 

In my humble judgment, Mr. Chairman, the Congress cannot fail to 
enact this legislation during this session, and the sooner the better. 
The persistence of localized unemployment in a rapidly expanding 
economy is a fairly recent phenomenon. For a long time it was 
believed that this problem would solve itself through action at the 
local level. I think we are finally becoming convinced that localized 
unempfoyment is more than a local problem—that States and local 
communities with virtually no control over the business cycle cannot 
be expected to deal effectively with the crucial problem of chronic 
unemployment and underemployment. The program for Federal 
loans and grants to industrial and rural redevelopment areas, pro- 
vided in the legislation under study by this committee, is, in my judg- 
ment, thoroughly consistent with our present economic institutions and 
practices. I therefore strongly urge this committee to give favorable 
consideration to H.R. 3505 and its companions introduced by others 
of us in the House of Representatives whe are sorely concerned about 
chronic unemployment and its effect. 

Mr. Chairman, I want to thank you for permitting me to appear 
today, and express my gratitude once again to yourself and the mem- 
bers of the committee for your kind attention. 

Mr. Parman. Now Congressman John H. Dent, of the 21st District 
of Pennsylvania. 


STATEMENT OF HON. JOHN H. DENT, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Dent. Mr. Chairman, I recognize that the hour is late. I am 
awfully sorry I couldn’t get here earlier, but I had a subcommittee of 
my own this morning. I don’t have a prepared statement. I just 
want to talk a little about the logic of this situation coming from a 
State that has had more than its share of depressed areas. As I have 
said once before to a committee, that coming from a depressed area 
that from early childhood has been depressed, one probably learns a 
great deal about these areas and its people. 

First of all, we have to find out the cause or the causes which bring 
about these areas, and then suggest loaning money to areas is some- 
thing that will probably help, but it will not cure a situation. 
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We find that in a community which becomes depressed because of 
depression of natural resources, such as our coal communities, that it 
is a community that needs a special kind of aid. Then you have 
combinations of conditions that come up. For instance, we in Penn- 
sylvania, although having been known for many years as a great 
industrial State, with many of the attributes that should count for 
increasing its industrialization, its rivers, its still remaining great 
resources of mineral characteristics, its transportation, communica- 
tions systems, power at reasonable prices, all of these, yet we find our 
State going backward and becoming one of the areas that I understand 
in the next census will lose three more Congressmen and lost two 
at the last go-around. 

This type of thing demands some attention to the causes which 
bring about depressed or distressed areas. Aside from the depletion 
of some natural resources in some of the communities, we find that 
we do have yet untapped sources, such that if economics were proper 
they could be retrieved and we could regain our position. 

Then we find that we lost some of our industrial output because of 
the fact that we have competition from other States with enticements 
that they offer. We have been known as a highly unionized State, 
with maybe higher cost of production than some of our States that, 
rT i in the last decade, have started to become industrialized. 

fe have partially overcome that by forming, as the gentleman from 
New Hampshire has said, our local development corporation where 
citizens contribute toward it, and public effort, we have been able to 
save in some instances some of our communities. 

Then we find ourselves again now facing another competition for 
survival in our communities, and that, of course, has come about by 
our administrative policies as a nation toward so-called foreign aid 
and reciprocal trade. And at that point I don’t know whether the 
committee has even caught up with the amendment offered by the very 
sponsors of the distressed area bill in the Senate, which, I think, is 
illuminating to those of us who have tried to make a study of why we 
have these depressed areas and what can we do about it, and I note that 
in S. 722, introduced by more than I care to count at this moment, 
number of sponsors, and right alongside of it an amendment offered 
to the same piece of legislation dealing with distressed areas only, and 
redevelopment legislation, an amendment offered by some of the same 
sponsors, and I imagine with the approval of all of the rest, and I find 
that outstanding men in this field, Mr. Humphrey, Mr. Kennedy, 
Mr. Williams, Mr. McCarthy, have introduced an amendment to the 
same bill, and what does the amendment do’ It creates another type 
of area that is recognized as being eligible for the loans and for the 
assistance afforded under the distressed area bill. And what is this 
type of area? It is described in the bill. 

It makes available for aid, under the bill, industries and communi- 
ties that are adversely affected by the Trade Agreements Extension 
Act, and it goes on, and says, and I might quote for the record, “Where 
an industry is adversely affected by the reduction of trade barriers un- 
der a7 Trade Agreements Act, it now becomes eligible for aid under 
this bill. 

Now, I know that we can subsidize, some say successfully—-I have 
my own reservations, of the subsidization of agriculture, and how we 
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try to subsidize in a sense to keep the agricultural community pros- 
perous, or at least economically sound—but how on God’s earth are you 
going to subsidize—and in a form it is subsidization—but how are you 
going to subsidize something that can be moved ? 

You can’t move a corn or cotton patch, but you can move an in- 
dustry. 

Then we find ourselves with another act coming through or at least 
promised to come through by the New York Times editorials—and 
they seem to have a way of picking what we are going to do long be- 
fore we do—an act to give concessions to an industry that investigates 
in a foreign competitive industry competing with itself. 

Now, how the devil are you going to aid an industry, or a com- 
munity, that finds itself in a position where, by its own bootstraps, as 
the gentleman from New Hampshire has said, it created a small pay- 
roll-giving enterprise in the community, and then some action of our 
own in Congress puts that particular industry out of business—and I 
see from knowledge of actual happenings in my community, as I come 
from an area that did try to pull itself out of the doldrums, it created 
small glass plants, ceramic-producing ovens and kilns, it created little 
fabricating industries—and all of these now are beginning to be dis- 
sipated by the influx of foreign goods. 

I know that the national security is very, very important, and I am 
one who doesn’t believe that we are aiding national security in doing 
it, but then for fear of being labeled as an isolationist, 1 probably 
don’t talk out as much as I should about it, but how the devil are you 
ever going to, gentlemen, pass any amount, or any conceivable plan, 
that would recognize something that we do ourselves, as an area in 
which we must, in turn, do something to overcome an act that we have 
already passed that. has caused the condition that we are trying to 
correct. 

I may be cleg - in my logic, and maybe I am completely confused 
on the situation, but for instance, let’s just take the ultimate of a hy- 
pothetical case. 

Our coal industry has been further depleted in its activities, and 
depreciated in its activities because of the fact that residual oil has 
taken the place of 41 million tons of coal in our producing areas. So 
the coal town dies. And I found out one thing which is simply eco- 
nomics to my small mind, and that is this: There isn’t any ena of 
prosperity in any field possible without payrolls, and the best proof 
of that, gentlemen, is that when my penis mines shut down, the bar- 
rier, the shopkeeper, the lawyer, the doctor the banker, every other 
activity left in the town as soon as the payrolls stopped, the entire 
nonproducing activities of the community died right on the vine. 

I am in favor of area redevelopment loans to the communities, but, 
after we go out of business in a coal mine, and we mortgage ourselves 
as individuals and our community as a business enterprise, to build 
a little plant to bring in another activity, to recreate a payroll, such 
as a small shirt factory, or a pants factory, then, all of a sudden, that 
pants factory faces competition that it cannot withstand, and it goes 
out of business. 

Now, supposing that that community came into the Government, 
and it borrowed from the area development fund, moneys to be paid 
back over a period of 40 years. Within 10 years after they construct 
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this plant, entice somebody to come in and start to produce, if some 
act of ours or some quota system which we create gives some other 
producer outside of the confines of the United States the right to bring 
in the very goods that are made in that plant. 

Who then is going to pay back to the development fund the moneys 
that they borrowed ? 

I say that the cure isn’t possible until we finally face up squarely 
and honestly to the causes. <A single economy for the whole world 
might be possible, but, gentlemen, I don’t believe it will be in our 
lifetime, unless we decide that we are going to leave the premise upon 
which this country is based, and that is the profit motive in enterprise. 

There are very few in our midst that are going into any business 
unless there is the possibility of a profit. Now, we can’t compete, in 
the world markets, regardless of whether we want to or not, with a 
free economy, against a slave economy. Either one of two things 
must happen, philosophically: Either we become like them, or they 
become like us. 

Now, until you reach that common standard, then it is up to this 
country to look very closely at the kind of actions that we start that 
could react against us to such an extent that the entire standard that 
we pride ourselves so much for having is not destroyed. 

Now, I can’t see where I was elected to Congress—maybe by acci- 
dent—but I was at least elected, three times within 1 year—but that 
is an unusual situation, and I hope it never has to be done again—it 
might have been an accident, but accident or no accident, I know 
that I have a responsibility. Now, I don’t believe that I was elected 
to Congress to say to the bicycle worker or bicycle maker, that he or 
his job, or his profit, is to be sacrificed in order that some other pro- 
duction in another field is to prosper. 

To me, I want to see the cottonpickers work, but not any more than 
I want to see my glassworkers work. I don’t want to see my glass- 
workers sacrificed for the peanut vender, nor the peanut vender 
sacrificed for my glassworker. 

I don’t think that we in Congress have a right to say that this group 
shall suffer, this industry shall be eliminated, in order that this one 
may prosper. You just can’t make logic out of it that is sound to 
my uninitiated mind in global affairs. I was brought up in a large 
family, and we had a funny sort of rule in our family. We went 
through some very serious days, and I think my good friend from 
Pennsylvania, Mr. Milliken, knows a little of my background, and in 
those days in a family of 11, my father never said, when we sat down 
to dinner, that although the piece of bread or meat is small, we shall 
only give it to certain ones of the family. He gave whatever there 
was to all of us so that we could all, whether we lived poorly or 
whether we lived grandly, live. The fact was that we lived and all 
of us were treated alike. 

That has always impressed itself upon my mind, that that is the way 
this country has to run. That all of the people of this country are 
deserving of the same consideration by the Representatives in Con- 
gress, and if I am tagged as an isolationist, I assure you that it is a 
new tag. It isn’t one that I have worn very long and I hope that I 
am never really in a position where a picture can be taken of me 
with the mantle on me. 
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I am an internationalist but I am primarily an American and I be- 
lieve that anything that benefits us as a nation in turn will benefit the 
world, but I don’t believe that we can sacrifice any segment of our 
population or our business community, to the theory that by doing 
so, we are helping the National Government, the national security. 

These men make a confession, the first public confession I have 
seen since I have been in Congress, that there are men in this Congress 
who admit that a permanent injury has been done to some communi- 
ties. 

Mr. Patman. Mr. Dent, those bills are not before our committee, 
are they ¢ 

Mr. Dent. I know, but it is the same bill identically. 

Mr. Parman. Yes, sir, it is the same proposal. 

Mr. Dent. Oh, yes, sir, Senate 722 is identical to the bill you are 
discussing today. 

Mr. Parman. You mentioned the import bill. 

Mr. Dent. No, no, I am only trying to draw to your attention, Mr. 
Chairman, that your committee had better, when you are working on 
this legislation, consider this particular amendment, which may 
change or alter some of your thinking, at least on figures, because the 
amount that you have in the bill and which has been proposed, 
wouldn’t be enough money to take care of the distressed areas now 
described in this amendment, if they are ever allowed to come into 
the bill, in my own State alone. 

I think that we have to pass this legislation, yes, sir, but let’s try 
to find out, first, whether the cure that we are presenting to these 
communities will correct the causes for them being depressed. That 
is all I am asking. 

Mr. Patman. Thank you, sir. Are there any questions, gentlemen ? 

Mr. Jounson. Mr. Chairman. 

Mr. Parman. Mr. Johnson. 

Mr. Jounson. I would like to thank the witness for posing a very 
real dilemma which certainly faces the Congress, and ask the question : 
Do you believe that the desire to rebuild depressed areas, which is the 
immediate question before us, should be our first concern, or is this 
rather only a part of a much larger concern to get an expanding econ- 
omy so that we need not fear the impact of foreign trade or anything 
else? In other words, don’t you want a stronger economy as a whole 
and not merely relief for the most depressed areas? 

Mr. Dent. I certainly do. Our position in putting a distressed 
area bill in is nothing more or less than if you happen to have a sink 
stopped up in your home. If you don’t correct the trouble at the 
source, you might go out and dig up your sewers for a hundred years, 
and always have sewer trouble. 

But you have got to go back and find out where the stoppage orig- 
inated and where the pollution originated. 

Mr. Jonnson. May I ask if the gentleman is suggesting, with respect 
to his remarks, that we try again the same cure that we tried in 1932, 
ye was to cure a depression by passing the Smoot-Hawley Tariff 

ct 

Mr. Dent. You know that question is often asked of me, and I 
wasn’t acting in 1932. It has been said that I am reverting to a 1937 
brain. Maybe itistrue. I admit toa terrible curiosity. 
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Mr. Jounson. I amsure it was curiosity on my point. 

Mr. Dent. I have done a great deal of study on it. I am not what 
you would call a Smoot-Hawley Tariff man, but I want to say this to 
the committee, and I defy anybody with historical knowledge of our 
own industrial strength to deny it, whether it wasn’t during the Smoot- 
Hawley industrial days that we built industrial America. And your 
foreign trade. 

Mr. Jounson. I was thinking of the partial repeal of the Reciprocal 
Trade Agreements Act which began to reverse the engines. But I 
simply urge the gentlemen to review the history of the experiment 
this Congress conducted some 26 years ago because I don’t wish to be 
a part of a Congress replaying that history. 

Mr. Parman. Are there other questions, gentlemen ? 

Mr. Bass? 

Mr. Bass. Mr. Dent, do I understand you to believe that this bill, 
in its present form, at least, will not meet the problem as you see it ? 

Mr. Denrv. It will meet the problem partially. There are some 
communities that will be able to take advantage of this bill, and 
probably pull themselves out of the condition they are in, because 
they have lacked—you see in Pennsylvania, we have limitations—I 
don’t know about the other States—we have limitations of borrowing 
in any given community, and because of these limitations, there are 
needed public works in a community which they can’t get, there are 
needed refinements, such as better streets, and other inducements to 
industry, that we can’t get because of our limitation on borrowing 
on a community basis, going beyond our ability to borrow. So if we 
have something of this nature, some of our communities may be able 
to help themselves, but not on a permanent basis, as long as you allow 
these communities to be open poaching fields for anybody else, foreign 


or domestic. I don’t believe that you can help a community to help | 


itself unless you have laws that project the ones you have helped. 
Mr. Bass. Thank you. 


Mr. Parman. If there are no other questions, gentlemen, thank | 


you very much, Mr. Dent. 
Mr. Dent. Thank you. I know that it sounds like a voice from 
the past, but maybe a little voice from the past might help the future. 
r. Parman. We are certainly happy to have your testimony, sir, 
and it certainly will receive consideration. 


STATEMENT OF HON. JAMES A. BYRNE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Byrne. Philadelphia, like many of the older cities of the in- | 


dustrial Northeast section of our Nation, has for the past 18 months 
sustained a level of unemployment above the national average for 
reasons which are beyond the control of our own community. 

The plight of Philadelphia has been somewhat obscured in this 
respect, because our city belongs to a Labor Department labor area 
which includes our more prosperous suburban communities. 

One important feature of this legislation is that it allows the Ad- 
ministrator to declare the core city of a metropolitan area to become 
eligible for the benefits of this legslation if it has suffered persistent 
unemployment of 8 percent of its labor force for a period of 18 months 
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or more, in spite of the fact that the percentage of unemployed in 
the entire Labor Department labor area is less than 8 percent. 

I want to make it clear that the city of Philadelphia and the State 
of Pennsylvania are doing everything in their power to attack this 
problem with their own resources. 

The city of Philedelphia and the chamber of commerce have em- 
barked on a new program of helping existing industries and attract- 
ing new ones, and that program is successfully mobilizing every finan- 
cial, industrial, and human resource in the city. In a short period of 
months, our city council has dedicated city-owned land for the pur- 
pose; we have devised means of using latent public powers to help 
exising industry expand, we have helped displaced firms to relocate, 
and we have placed the entire resources of our city commerce depart- 
ment and industrial development corporation in the battle to retain 
and attract industry. 

The State of Pennsylvania has also engaged in a full-scale indus- 
trial development program and has appropriated millions of dollars 
for this task. 

However, we need national help in this problem because it has 
been national policies which have brought on unemployment; our 
defense installations have suffered greater cutbacks than the national 
average, and there isa limit to the amount of local taxes we can 
devote to this fight without aggravating the very problem we hope to 
solve—by driving industry to areas where lower taxes are artificially 
maintained in order to attract industry. 

To those who say that the Federal Government is asked to spend 
too much on these programs and that the local governments should 
bear more of the responsibility, let me point out that in the postwar 

ears the Federal debt has increased by 5 percent while the State and 
ocal debt has gone up over 400 percent. Federal cash expenditures 
have doubled, but State and local expenditures have tripled and sources 
of local revenue have dried up. In the past 5 years municipal bor- 
rowing rates have increased by 70 percent, more than twice the rate 
of the Federal Government. 

The center of a metropolitan area serves the entire area in a multi- 
of ways: services, offices, employment, shopping, and other facilities. 
If it suffers, the entire region and the entire Nation will feel the con- 
sequences. If its accessibility is poor, the entire metropolitan area 
becomes less efficient and, thus, less attractive for industry. The 
bulk of unemployment falls on the city itself and its core where most 
of the unemployed live and where the worst slum areas are located. 
It is those areas which need help most. 

Basically, what our city needs to attack this problem is— 

1. Supplementary unemployment benefits, especially for workers 
taking vocational training courses. 

2. Loans for construction or rehabilitation of industrial plants. 

3. Assistance for public works plans. 

4. Special tax amortization benefits for new defense facilities. 

Plesing Government contracts as far as practicable in surplus 
labor areas. 

All of these features are included in the measure before you for 
consideration. All are needed. 
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Philadelphia is doing everything in its power to combat persistent 
unemployment. The State of Pennsylvania is doing all it can to 
help. The Federal Government has a responsibility to help stop 
wasting its most precious natural resouree—manpower. We hope 
that you will report the area assistance legislation quickly to the floor 
in its present form. 


STATEMENT OF HON. WINFIELD K. DENTON, U.S, REPRESENTA- 
TIVE FROM THE EIGHTH DISTRICT OF INDIANA 


Mr. Denton. I am Winfield K. Denton, Congressman from the 8th 
District of Indiana. Among the most important legislation before 
this first session of the 86th Congress are bills to establish an effective 
program to alleviate conditions of substantial and persistent unem- 
payee in certain economically depressed areas. I have introduced 

egislation for that purpose, H.R. 1001 in the House of Representatives. 
I want to thank the subcommittee for the opportunity of appearing 
here today in support of this legislation. 

Last August, when the Congress sent to the President a similar 
measure for his approval, many of us felt that we had taken a con- 
structive step toward the goal of achieving and maintaining a healthy, 
dynamic economy. It was, therefore, a great disappointment a few 
days later to read that the President had vetoed the legislation be- 
cause he felt it called for too extensive a program with too little local 
participation. 

This veto would seem to reflect a complete unawareness on the part 
of the administration of the serious plight of the millions of people 
living in these communities designated as distressed areas. Only a 
few ways ago, the Department of Labor announced that unemploy- 
ment had climbed to 4.7 million. This is the highest level of unem- 
ployment in any January since prior to World War II. Many of these 
jobless Americans might have joined the gainfully employed by this 
time, had the President not seen fit to reject the proposed program for 
Federal assistance to labor surplus areas. 

It is a reflection on our Government and on our way of life that we, 


one of the richest nations in the world, should continue to tolerate the | 


existence of underdeveloped areas within our own economy. We have 
Xo many billions of dollars in assisting underdeveloped regions 
abroad, but we seem unwilling to allocate $75 million (in grants) 


to help our own less fortunate citizens who through no fault of their | 


ae are deprived of gainful employment and a decent standard of 
ving. 

Recent reports of the Department of Labor show that 76 major and 
183 smaller labor market areas throughout 35 States have 6 percent 
or more of their labor force unemployed. Though not all of these 
areas would be eligible for Federal assistance under my bill, H.R. 1001, 
because they have not experienced persistent high unemployment for 
an extended period of time, these figures indicate that this is not a local 


problem that can be handled by local authorities, nor is it restricted to | 


a certain region. It is a national issue which can challenge the eco- 
nomic well-being of all Americans if it is allowed to continue unsolved. 

Even in periods of economic prosperity many of the present dis- 
tressed areas did not share in the satooal scones well-being. Un- 
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employment in excess of 12 percent existed in Scranton and Wilkes- 
Barre, Pa., and in Lawrence, Mass,, in the summer of 1956 when un- 
employment nationally was at a low. My own hometown of Evans- 
ville, Ind., has been classified as substantial labor surplus area almost 
continuously since May 1954. Latest figures show that 8.9 percent of 
the total labor force in Vanderburgh County, Ind., which includes 
Evansville, and Henderson County, Ky., is unemployed. As of Jan- 
uary 1959, 3,400 persons in these two counties have filed claims for 
unemployment benefits, and of this number, 87 percent are from the 
Indiana sector of the area. Other hard-hit cities in my District are 
New Albany, Ind., in Floyd County, and Jeffersonville, Ind., in Clark 
County. The latest data available for these two counties shows that 
out of an estimated total labor force of 28,420, 3,500 persons are unem- 
ployed—an estimated 12.3 percent of the labor force. 

The last time I was in Evansville, Ind., I counted 15 vacant stores 
on main street—which offers concrete, if pathetic evidence of the scope 
of the recession in my district. In addition, I learned that Vander- 
burgh County, the county in which Evansville is located, is preparin 
to issue over $400,000 in bonds in order to help carry the poor relie 
load. The last time that bonds of this kind were issued was during 
the depression, and they were retired in 1957. 

During a recession such as we have recently experienced, these areas 
are harder hit than the rest of the economy and they are slower to 
recover from the impact of the decline. 

These pockets of chronic unemployment are a drag upon the 


economy asa whole. In the first place, the declining level of economic 


activity in one area can snowball and spread to surrounding com- 
munities. Persistent unemployment reduces purchasing power and 
the demand for goods and services from other areas. That in turn 
may affect the business confidence in a whole region. In addition, 
distressed areas create a great burden on the welfare institutions of 
the Federal and State Governments. I believe the costs of rehabilitat- 
ing a depressed area would be more than offset by the decreasing ex- 
nditures for unemployment relief and other welfare programs and 

y the increased tax revenues that would result from the improved 
economic position of these areas. Lastly, we are crippling the eco- 
nomic growth of our Nation by continuing to allow the underutiliza- 
tion of both human and physical resources. We are wasting our 
valuable assets which pec and should be turned to profitable use in 
expanding economic activity and in improving our standard of living. 
Opponents of these bills argue that the chronically distressed areas 
are a matter for local initiative. Unquestionably, the ultimate solu- 
tion to the problem will require industrious local effort, and there is 
every indication that local authorities are ready and willing to help 
themselves, as required in this legislation. But they do not have access 
to the capital or the other resources required to solve their problems 
without Federal help. Only 13 labor markets which at one time or 
another since 1952 te experienced extended unemployment of 6 


percent or more have been able to graduate from their plight and not 
return later. To change the economic trend of a community requires 
adequate financial and technical assistance for long-term planning 
and redevelopment. 





348 AREA REDEVELOPMENT ACT 


The Employment Act of 1946 states: 


It is the continuing policy and responsibility of the Federal Government * * * 

to coordinate and utilize all of its plans, functions, and resources for the purpose 
of creating and maintaining * * * maximum employment. 
As long as we have large numbers of chronically depressed areas, we 
are not carrying out the intent of this law. Clearly, the Federal Gov- 
ernment has a responsibility to assist in alleviating this problem, just 
as it has a role in fostering the development of industries through 
tariffs, subsidies, and special tax treatment. 

Opponents of this program will call this legislation an example of 
“wild spending” and a potential inflationary pressure on the economy. 
There has been a lot of misrepresentation about the cost of adopting 
this legislation. Outside of loans which will be repaid, the only pro- 
visions for actual expenditure under the bill are $4.5 million for 
public assistance, $10 million for subsistence payments, and a single 
appropriation of $75 million for grants for public facilities. I think 
its provisions are modest, and as I pointed out earlier, decreased Gov- 
ernments costs for welfare and increased tax revenues will largely 
counterbalance any increased Government expenditures called for 
in this bill. As for inflationary aspects of this legislation, the dollars 
spent to aid the depressed communities will be dollars invested in 
increased productivity. This legislation will serve to reduce public 
outlays for relief and to expand output. Contrary to its opponents’ 
contention, it will have an anti-inflationary effect on the economy. 

H.R. 1001 is needed if America is to realize her full economic poten- 
tial. I hope that the 86th Congress will give this legislation top 
priority, for it offers an effective program to combat one of the most 
serious problems on our domestic front—chronic unemployment. 

Mr. Parman. There being no further witnesses at this time we will 
stand in recess until 10 o’clock Monday morning. 

(Whereupon, at 12:07 p.m., the committee adjourned to reconvene 
at 10 a.m, Monday, March 16, 1959.) 
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MONDAY, MARCH 16, 1959 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Suscommittee No. 3, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Wright Patman, chairman of the subcommittee, presiding. 

Present: Messrs. Spence, Patman, Vanik, Miller, Johnson, Kil- 
burn, and Bass. 

Mr. Parman. The committee will please come to order. 

As our first witness this morning we have Mr. William L. Batt, 
Jr., secretary of labor and industry, of the Commonwealth of Penn- 
sylvania. 

Mr. Batt, we are very glad to have you with us, along with Mr. 
William Davlin, secretary of commerce of the Commonwealth of 
Pennsylvania. You two gentlemen are together, I believe, and we 
will be very glad to hear from you. 

You may present your testimony and extend your remarks and 
include any germane material. 

Mr. Barr. Thank you very much, Mr. Patman. 

First I would like to give the committee the regards of Governor 
Lawrence, and his regrets that he was not able to join you this 
morning. 


STATEMENT OF GOV. DAVID L. LAWRENCE, OF PENNSYLVANIA, 
PRESENTED BY WILLIAM L. BATT, JR., SECRETARY OF LABOR 
AND INDUSTRY, COMMONWEALTH OF PENNSYLVANIA, ACCOM- 
PANIED BY WILLIAM R. DAVLIN, SECRETARY OF COMMERCE, 
COMMONWEALTH OF PENNSYLVANIA 


Mr. Barr. We would like to present a short statement first, sir, 
the first half of which will be on the labor market generally in Penn- 
sylvania, and then Secretary Davlin would like to present what the 
State is doing about it and weak they would like to request of the 
committee by way of Federal support. 

First, I want to thank the subcommittee and its distinguished 
chairman, Mr. Patman, for this opportunity to present the Pennsyl- 
vania position on Federal area redevelopment legislation. 

In the short time I have been Governor of Pennsylvania, I have 
presented statements before committees of the Congress three times— 
once on the desperately needed housing and urban renewal legisla- 
tion, and now, for the second time, following my recent appearance’ 
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before the Senate Committee, on the equally desperate need for legis- 
lation on Federal aid for area economic redevelopment. 

There is nothing pending before the Congress of greater direct 
importance to Pennsylvania than the proposals for Federal aid on 
urban redevelopment and area redevelopment of our distressed areas, 
the latter of which is the subject of your hearings today. 

In preparing this statement I have reviewed the provisions of the 
area redevelopment bills introduced by the eminent chairman of your 
parent committee, Mr. Spence (H.R. 3505) and Mr. Flood (HLR. 
3466). I note that they are identical with respect to all major points, 
and I want to endorse them wholeheartedly. I note, also, that they 
take the same line as the bill introduced by Senators Douglas and 
Clark and a very large number of their colleagues from both parties. 

Pennsylvania is proud that two of her own leaders in the Congress, 
Senator Clark and Representative Flood, have taken so aggressive a 
role as proponents and authors of this program, and that others of our 
Pennsylvania congressional delegation are identified with proposals 
which, while differing on major and minor points, nonetheless are solid 
behind the need for Federal legislation in this matter. 

I do believe, however, that the provisions of the legislation as pro- 
posed by Mr. Spence and Mr. Flood, carried also in the Douglas- 
Clark bill, are to be preferred, and this statement is in support of those 
provisions and the action program that would ensue from them. 

We cannot emphasize too strongly our concern with Federal area 
redevelopment legislation. Such a program is vital to the economic 
well-being of our Commonwealth. Today, Pennsylvania has more 
than its share of areas of chronic economic distress. It faces no 
greater problem than finding a cure for this long-term unemployment. 

The passage by Congress of a Federal area redevelopment program 
during the previous session was most encouraging to the people of 
Pennsylvania. The President’s veto was a bitter disappointment. 
We hope the Congress will pass a really effective bill in this session, 
and that the President will see his way clear to sign it. 

Pennsylvania is no Johnny-come-lately in the matter of the dis- 
tressed area problem. It has lived with it for a long time and is still 
living with it. Over 500,000 workers are jobless. Eleven percent of 
its labor force is unemployed—this in a State that ranks second in 
manufacturing and the production of coal and third in population. 

Even in 1957, a year of national prosperity, one-fifth of our people 
lived in areas of substantial labor surplus. 

When things are bad nationally, they are worse in Pennsylvania. 

Why?! For two reasons: 

First, the long-term decline in our basic industries has left commu- 
nities and workers stranded. 

Second, we’re a heavy manufacturing State, and heavy manufactur- 
ing was hardest hit in the recent recession. 

Coal was king—but no more. Thirty years ago, production of 
anthracite was at its peak; 150,000 men were at work. Last year, only 
20,000 jobs were left. But hard coal is still the hard core of the econ- 
omy in these northeastern counties. There is little agriculture, and 
not enough plants where a man can work. The switch from coal has 
cut away the economic base. 
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Bituminous coal forms the rest of our coal picture. Production has 
held up better than anthracite. Yet employment here also has con- 
sistently declined. Mine mechanization and the growth of surface 
or strip mining has resulted in the output of more coal with fewer 
workers. Our central and southwestern counties, which comprise 
our bituminous area, continue to be depressed. This chart shows the 
radical decline in jobs in the entire coal industry. 

This chart, Mr. Chairman, shows the radical decline in jobs in the 
coal industry. The red line shows the drop in employment between 
1950 and 1958, from this, in this instance, 140,000 jobs, to about 60,000 
jobs, despite the fact that production has also been dropping, but 
even when production recovered, in the year 1955 it shot up, employ- 
ment continued to drop. 

What has happened to coal has happened to railroads. Railway 
shop and maintenance employment was the backbone of communities 
doch as Altoona, Renovo and Dunmore. The arrival of the diesel 
engine and heightened competition from other sources drastically 
Jatacsd employment. Chart No. 2 shows this drastic drop. 

The railroa ey pene is this dotted line here, sir. Railroad 
employment has fallen steadily from 1950, or rather 1951, from about 
150,000 workers to, now, 85,000 workers in the railroad industry. 

We have also lost 60,000 jobs in the textile industry. And 36,000 in 
the steel industry in the last 8 years, thanks to modernization of steel- 
making processes. This has been almost entirely a case of automation, 
and no out migration as we have had in the textile industry. 

As you see, we have lost jobs in our four major industries during a 
period of rapid economic and population growth for the Nation as a 
whole—and not enough new industry has come in to take up the slack. 

Since the beginning of the recent recession, 11 additional areas in 
Pennsylvania—6 of them major metropolitan areas—have been classi- 
fied as areas of substantial labor surplus. This brings to 23 the 
number of areas so classified. 

This map, showing the location of these classified areas, also shows 
other umaller areas which would qualify as areas of substantial labor 
surplus. Only 9 of Pennsylvania’s 67 counties do not have a labor 
surplus. The difference between these shadings is simply a question 
of statistical classification. The red areas are the areas that are 
classified by the Federal Government as major areas of substantial 
labor surplus. The areas in the crosshatching are minor areas. This 
is simply a question of statistical size. And then these dotted areas 
are areas which are not classified, but are too small to be classified. 
If they were classified they would also be so classified. ' 

The areas where we have relative prosperity are these nine counties 
in white. Then I might point out that these northern and central 
counties have very low population, so that it doesn’t affect man 
people. This is the highly populated area here [indicating], wit 


greatest prosperity. 
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Of the 23 classified areas, 12 would qualify for assistance under this 
legislation. These 12 areas are: 


MAJOR AREAS SMALLER AREAS 
Altoona Berwick-Bloomsburg 
Erie Clearfield-DuBois 
Johnstown Lewistown 
Scranton Lock Haven 
Wilkes-Barre-Hazleton Pottsville (Schuylkill County) 


Sunbury-Shamokin-Mount Carmel 
Uniontown-Connellsville 

Unemployment in these areas runs as high as 24 percent in Union- 
town car Connellsville—one out of every four workers. The severity 
of unemployment in each of these areas is shown on this chart. ‘That 
is due primarily to coal and soft coke unemployment. 

You see them there, running down all the way to Reading, which 
is the last one to get on this chart, with a shade over 60 percent. All 
the rest of these areas are over 6 percent, though all of them have 
not been in this position long enough to qualify for this proposed 
legislation. 

ennsylvania’s disproportionate unemployment has cost the Fed- 
eral and State taxpayers billions of dollars. Between 1950 and 1958, 
$1.6 billion was paid out in unemployment benefits, and another billion 
dollars was doled out in public assistance. 

A substantial part of these payments went into these hard-hit com- 
munities. Only one-sixth of the labor force lives in these areas, yet 
30 percent of all payments went to them. 

nemployment compensation and public assistance in our 12 major 
areas alone totaled $558 million. If unemployment in these areas had 
been reduced to 3 percent of the labor force, $306 million in unem- 
ployment compensation benefits and $67 million in public assistance 
ayments could have been saved; $31 million of this B67 million came 
rom the Federal Government. 

What we have done is to draw a line at 3 percent of the labor force, 
and this is what you might call the excess unemployment insurance, 
and excess public assistance payments that went into these areas be- 
cause of their chronic labor surplus situation. 

It costs far less to creat new jobs by one-time investments than it 
does to underwrite joblessness by continuing subsidies. 

As you can see from these figures, the unemployment bill in our 
State alone for the last 5 years could have financed the Douglas bill 
for the entire country. 

Now, I would like to introduce Mr. Davlin to continue the state- 
ment. 

Mr. Patrman. Mr. Davlin. 

Mr. Daviin. Mr. Chairman, the balance of Governor Lawrence’s 
statement deals with the bill, but first, with our own Pennsylvania 
experience in trying to cope with the problem of chronically dis- 
tressed areas through industrial development and other related de- 
velopment activities. 

It is for all these reasons that Secretary Batt has set forth that 
Pennsylvania is here making a plea for Federal aid for area economic 
redevelopment. It is for these same reasons that Pennsylvania is al- 
ready deeply involved in a program of “self-help” on this same prob- 
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lem. Pennsylvania does not believe it would be proper to come here 
with this plea without being willing to carry her share of the burden, 
and without having, first, done her best to defeat the problem on her 
own. 

Avoiding tedious detail, here is the story of Pennsylvania’s effort 
to cope with the problem of distressed areas: 

1. Between the end of World War II and September of 1956, 52 
Pennsylvania communities financed the construction of 151 factory 
buildings costing $54 million that in normal times employ 31,000 fac- 
tory workers. T hey did it with a combination of mortgage loans from 
banks and funds raised in local subscription drives. Virtually all of 
these plants are in distressed areas. 

2. Beginning in September 1956, the State, itself, through the new 
Pennsylvania Industrial Development Authority, joined with dis- 
stressed area community groups, banks, and insurance companies, in 
more of this same kind of financing. Since that time they have jointly 
financed, or are in the process of financing, 77 additional plants and 
plant expansions, costing almost $30 million, creating just over 13,500 
new factory jobs; in this period of just under 3 years, the State has 
appropriated $10,200,000 for these industrial loans, and another $10 
million appropriation for the same purpose is presently before the 
general assembly in my recommended budget. 

And when I say “my” or “I” in this statement, it is Governor Law- 
rence speaking, of course. 

3. We now have 43 slum-clearance-urban-redevelopment authori- 
ties, created by Pennsylvania municipalities and counties to eliminate 
urban blight. Most of them are in our distressed areas, where tax 
revenues have not been adequate to maintain modern facilities and 
services, and where unemployment and underemployment has left us 
with extensive residential blight. The State makes cash grants to 
these local authorities for slum clearance work. Since 1949 the State 
has appropriated $12 million toward this work, $8 million of it dur- 
ing the past 3 years. My present budget recommendations propose 
another $10 million for the purpose. We are most grateful for past 
Federal aid in this program, each State and local dollar being 
matched 2 to 1 with Federal funds; we have made an earnest plea 
that the Federal program, which broke down last year, be resumed, 
expanded, and made a continuing thing upon which municipalities 
can count for the next several years. 

4. We have almost 100 communities—most all of them in our dis- 
tressed areas—at work, under the Federal urban planning assistance 
program, making comprehensive planning studies to eliminate the 
results of topsy-turvy growth, slums, and the like, and make them- 
ppives efficient and attractive for industrial expansion and _ better 

iving. 

But these efforts have not been enough. In coal, in railroading 
in steel, technological and market changes are displacing more and 
more of our people from employment. There is a grave shortage of 
job opportunities for oncoming youth. Even where production rises 
substantially, as in steel, fewer workers are required. We are attract- 
ing many new industries, We are no longer losing industries, except 
in rare instances. But we continue to lose jobs in our existing basic 
industries. And our gains in new jobs coming directly and indirectly 
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from expanding and new industries is simply not enough to balance 
our job losses and pull us out of the red and on the way toward our 
complete, statewide economic redevelopment. 

We are completely convinced that we shall achieve that goal, in 
our distressed areas and statewide, only with a special program of 
Federal aid of the type Messrs. Spence and Flood have projected. 
Their proposals deal directly with the practicalities of the problem, 
as we see that problem. 

We note with real interest that this is not a program for urban 
centers of economic distress alone. It is alsoa rural program. Most 
of our agriculture in Pennsylvania is prosperous. But not all of it. 
We have many areas where a rural Heaialation, once hard at work 
at lumbering and farming, now finds itself in the low income levels 
mentioned in the proposed bills, and without the alternative job oppor- 
tunities new industry can provide. Yet industry has not come into 
those areas. We believe the provisions for industrial loans proposed 
for such rural redevelopment areas will create the incentives and 
inducements that will bring industry to such areas. 

Accordingly, I have these specific comments on major provisions of 
the legislation : 

1. The bills I am discussing provide $100 million for industrial 
loans in urban redevelopment areas and a like sum for such loans in 
rural redevelopment areas. This proposed $200 million will at least 
assure an all-out attack on the problem. Too often in Federal pro- 
grams of the past we have done “too little too late,” with the result 
that precious Federal tax dollars have been dissipated in ineffectual 
projects and programs. If the Federal Government is to enter this 
field, it should do so on an adequate basis.. Further, the wisdom of 
the $200 million of funds that would be available under this legisla- 
tion assure that there will be continuity in the program over the 
initial years when it will meet its severest test; funds in this amount 
remove the danger of uncertainty stemming from year to year appro- 
priations during that period. 

2. We especially endorse the provision that Federal industrial loan 
assistance be limited to 65 percent of the cost of projects, with the 
balance from other governmental, private or civic sources. As I have 
indicated, our own communities and the State itself have done and 
stand ready to do their share of financial participation in this type of 
industrial financing. 


3. We have found, too, that our banks, within the limits of their | 


resources and regulatory requirements, will enter into industrial 
financing in distressed areas. We think the provisions of the legisla- 
tion that require private financing to be used wherever and to the 
extent available are extremely wise; the provisions for subordination 
of Federal loans, both as to repayment and security, will tend to 
assure the maximum flow of private investment funds into this rede- 
velopment program. 

4. In the State-community-bank type of industrial financing we 
have underway in Pennsylvania, we have found that the low interest 
rates on the nonbank segment of the financing of a given project has 
been a very real, tangible factor in encouraging companies to enter 
our distressed areas with new production facilities. We are there- 


fore highly encouraged to see that the proposed legislation would | 
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establish an interest rate policy providing this same kind of induce- 
ment factor. 

5. I do not believe that the distressed areas of Pennsylvania can 
finance the public facilities they need in order to attract and accom- 
modate industry without special Federal aid. Their declining rev- 
enues have left them without the tax base, the tax revenues or the 
private borrowing capacity to do that financing. They are doing and 
will do what they can. For the rest, they are in dire need of access to 
the new source of credit and liberal borrowing terms that would be 
available in the $100 million authorized for public facilities loans 
under the proposed legislation—and they will need, also, access to the 
$75 million authorized for outright Federal grants for public facili- 
ties. 

6. Almost by definition, the problem of our distressed areas is a 
problem of people transferring from occupations in declining indus- 
tries to occupations in types of industrial and business pursuits for 
which they are not trained. I therefore heartily endorse the provi- 
sions of the legislation looking toward special Federal assistance in 
vocational training and retraining. 

7. I have referred to the planning and urban renewal activities 
underway in a very large number of our Pennsylvania distressed 
area communities, and the extensive problem of residential and other 
blight they face by virtue of their past and present economic diffi- 
culties. The limitations of the present Federal urban renewal pro- 
gram, in its emphasis on the residential aspect of the matter, present 
a roadblock to full and adequate urban renewal in these communities. 
They have areas of industrial and commercial—as well as residential] 
slums—that need to be cleared. And in many instances the reuse of 
these areas can and should go into sorely needed new industrial and 
commercial projects. We are therefore highly pleased to see these 
limitations lifted, as to distressed areas, under the proposed legis- 
lation. @ 

At the outset of this statement I trust I made clear that unemploy- 
ment is a desperate problem in Pennsylvania—not only now, when 
we have such an enormous volume of recession unemployment—but 
chronically, over the years, because of readjustments in our basic 
industries. 

Pennsylvania is a very large and great State faced with a problem 
that is beyond the power of private enterprise and State and local 
governments to solve, alone. It is part and parcel of our American 
system that people and areas caught up in the throes of such a situa- 
tion turn to their Federal Government. 

But Pennsylvania is not alone in this. I note that the record of 
the hearings on this matter carry accounts of distressed areas in other 
arts of the Nation—in sections of the South, in New England, in 

ichigan, Illinois, Indiana, Kentucky, West Virginia. 

In all sincerity, I suggest that the sum of these problems in the 
several States adds up to a problem for the Nation, itself, and a most 
yroper object. of concern for the Congress and the executive branch. 
Moreover, it is not a new problem. For several years there have 
been bills and hearings on the matter in the Congress. 

The Nation is late in getting around to the problem of her dis- 
tressed areas. In the meantime, those areas create a heavy drain on 
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the financial resources of State and local government. They involve 
enormous losses in wasted manpower and unused resources. Most of 
all, their plight brings intense misery and suffering to thousands of 
people, through no fault of their own—misery and suffering from 
which they cannot possibly escape in their own in sufficient numbers 
to solve the problem. 

For all these reasons this legislation has our wholehearted endorse- 
ment. But may I also thank its authors and this committee for the 
realistic hope that have given us that finally distressed areas may be 
about to receive Federal assistance on their problem. 

That is the concluding part, Mr. Chairman, of our statement. 

Mr. Parman. Thank you. It is a very fine statement, but the facts 
you present are really distressing tome. When a State like Pennsyl- 
vania, with all of its resources and with all of its factories, and with 
all the help that the State has provided, as well as local governments, 
local bankers, and local people, to overcome this situation, and still 
has not been successful, it is really saddening to me. 

I just wonder if there isn’t a basic cause, or a basic reason, that we 
do not have before us. I know that following the war we had a 
great many ghost towns because of war industry, and I assume that 
you had your share in Pennsylvania. 

Mr. Davin. Yes, sir. 

Mr. Patman. I wonder if automation—I am not opposed to auto- 
mation, you understand, I am for automation, and I think Iabor gen- 
erally has taken a very considerate and even generous view toward 
automation, knowing that automation represents progress—labor has 
never opposed automation. I think I had the first hearing on the sub- 
ject in 1954, before the Joint Economic Committee, when we made 
quite a record on automation and its possible effects, and I recall that 
labor came in at the time and stated that it represented progress and 
it would not oppose it. But I can see that automation might be taking 
its toll. 

I am not saying it is wrong, I repeat, but it might have an effect on 
this problem. ; 

Supposing a concern in Pennsylvania has three factories, and they 
have discovered that through automation and the more efficient use of 
labor that they can produce in one of these factories what they used 
to need three factories to produce. Do you see any evidence of two 
factories, in such case, being closed down? Do you see anything like 
that having its influence on these distressed areas? 

Mr. Davin. Mr. Chairman, Mr. Batt might want to supplement 
this. 

No. 1, as to the general matter of automation—back in the TNEC 
days we spoke of it as technological unemployment—I believe it was 
essentially the same thing. But, No. 1, in our own coal industries, 
the hard and soft coal industry, in the hard coal the market went. out, 
and that caused the problem—but let’s take the bituminous situation, 
where the market was relatively stable, where the competition from 
oil and gas didn’t create the same problem as in the other, with statis- 








tics pretty constant over the years as production and sale of bitumi- | 


nous coal—yet, even in that basic industry, coal is produced with fewer 
and fewer men, thanks to what you might call automation. 
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Mr. Parman. Let me get you back on what I am really asking, if 
you don’t mind. We all recognize what is happening in the coal in- 
dustry. I am speaking of other industries generally, the metals indus- 
try, the textiles industry, and so forth. 

Mr. Davitn. We have not currently in Pennsylvania noted the clos- 
ing down of plants by virtue of automation. We may very well be 
seeing that. We think currently—and again I would like Secretary 
Batt to comment on this—we think that currently the failure of em- 
ployment to rise with rising production may be related in part to the 
understandable practice of companies ceasing to use a portion of their 
older and less efficient facilities, and think this is the heart of that type 
of thing. We have not yet seen that in terms of abandonment of 
plants completely. 

Mr. Parman. You haven’t seen complete abandonment of plants 
where, for instance, they have three factories and they have closed 
down one? 

Mr. Davin. That is correct. 

Mr. Parman. You have seen reductions in the employment force, 
T assume ? 

Mr. Davitn. Very definitely. The whole matter of modernization 
of facilities during a period of recession is a major factor, we believe, 
in the failure of employment to rise with improved business 
conditions. 

Mr. Parman. Your testimony is going to be a surprise to a great 
many people in this Nation. You know, the people in other States 
envy Pennsylvania for the opportunities that the people have in your 
great State for employment. I see an advertisement occasionally in 
Newsweek, or some similar publication, a two-page spread, about the 
Pittsburgh area, for instance, the hundreds and thousands of plants 
that have come into that area recently. Do they have distressed areas 
in Pittsburgh, Mr. Batt ? 

Mr. Barr. Yes; as Secretary Davlin made clear, there are indus- 
tries coming in, but the basic industry for instance, in Pittsburgh, is 
producing more with less people, as you pointed out, Mr. Chairman, 
and if you were to get, in the course of your hearings, the long-term 
projections of employment in the steel industry—and this is not pecul- 
lar to Pennsylvania, but it is true throughout the Nation—they plan 
over the next 5 years to produce more with less. So as they automate, 
and put in new capital investment in their older facilities—which we 
are delighted to see them do beg¢ause it updates those facilities and 
makes them more competitive. And those older facilities, of course, 
are located in States like Pennsylvania. They do decrease the number 
of people with which they can produce the given output. 

Mr. Parman. I can understand the real concern regarding the re- 
duction of the number of workers. In other words, it is a process of 
expansion they are going through, and in their expansion they will 
not employ these additional workers, but will convert more to auto- 
mation, and for that reason it is easy to see why the rise in employment 
hasn’t corresponded to the rise in industry. 

Mr. Barr. Yes, employment is slow to come back. I will give you a 
specific case, of a metalworking plant in Philadelphia, which had 
3,000 employees before the present recession, and they have cut down 
to 2,000 employees. Their production was also severely cut, and they 
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worked on methods of increasing efficiency. They have now put on 
about 500 employees, and they are back to 85 percent of production, 
and they expect to get back to 100 percent of production, reemploying 
about 700 or 800 of the thousand they have laid off. So they will be 
able to make, in effect, a saving of 200 to 300 employees to get the same 
output. 

They hope, of course, that the savings they have made will increase 
their share of the market and they will put on 200 or 300 more. These 
will have different skills. 

They have cut out the materials-handling people to a large extent. 
They have put in these fancy business machines and cut out a lot of 
recordkeeping and so forth. 

Mr. Parman. I can see where it was not intended that way, but it 
could be almost a blessing in disguise, to certain concerns to convert 
to automation, and reduce their number of employees. I am not 
charging that any person ever had that in mind or ever contributed to 
it because of a recession for that purpose, but I can see that it would 
be easier for them to do it, if they fall to a low point in production, 
and let workers off, then, in coming back, they just take back the ones 
they have to have for an efficient operation, with automation, and they 
are certainly not to blame for the fact that they can’t take them all 
back. 

They are to be praised for having maximum efficiency. And as 
you state, Mr. Batt, to be in a position to compete with other indus- 
tries in other States, they have to do that. Don’t you see something 
to that? 

Mr. Barr. Yes, sir; that is exactly as the process works. 

Mr. ParmMan. Now you mentioned the low rates of interest. What 
rate of interest do these local development companies usually have ? 

Mr. Davin. Mr. Chairman, in the general method that is used, the 
community companies, corporations, nonprofit groups, put up 20 per- 
cent of the project cost—land and buildings. They don’t go into ma- 
chinery and equipment. 

Mr. Parman. Do you borrow money to raise this 20 percent 4 

Mr. Davin. The local communities raise that money, Mr. Chair- 
man, typically, on either a gift subscription basis locally, like the 
cancer fund, or they will give the people notes, debentures, or some- 
thing like that. 

Mr. Patman. What is the customary rate of interest / 

Mr. Davin. As it presently goes, they will go down as low as 2 
percent interest. charged into the transaction, the financing of the 
project, on this 20 percent. 

Mr. Parman. I am asking that because we have the problem of 
interest rates, and I think it is very necessary that we give an induce- 
ment through a low interest rate. Now what do the banks charge? 

Mr. Davitn. Well, there are typically three sources of funds. 
Either the community’s 20 percent, or then there is the State’s 30 
percent. We will go down to 2 percent if the community will charge 
that low interest. So that on half of the financing, 20 plus 30, the 
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financing can be as low as 2 percent. It really oscillates between 





2 and 3 percent, depending: 
Mr. Parman. What about the other 50 percent ? 
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Mr. Davuin. The other 50 percent is typically in the form of a 
first mortgage loan from a bank, and in a few instances insurance 
companies, and the interest rates on those are purely commercial. 

Mr. Parman. I understand. 

Mr. Davuin. I think we have had one, perhaps, that was 414, but 
typically they would be at 5 percent, or just a little over. 

Mr. Parman. Do any of them go as high as six 4 

Mr. Davin. I think we might have one or two at six. 

Mr. Parman. But it is not typical ? 

Mr. Davin. No. It would be around five. 

Mr. Parman. How do the banks make these loans? Ordinarily, 
they don’t make any long-term loans. It is against their regulations, 
aud the banks are not set up for that. Do they do that out of their 
surplus funds or undistributed profits 4 

Mr. Davitn. In Pennsylvania they are permitted to use a percent- 
age of their total resources in mortgage paper of whatever kind. 

Mr. Parman. What percentage, do you recall ? 

Mr. Davin. I don’t recall, but we will supply it for the record. 

Mr. Parman. In other words, long term, if necessary / 

Mr. Davuitn. Yes, sir. 

Mr. Parman. If you will supply it for the record, I would appre- 
ciate it. 

Mr. Davuin. Yes, sir. 

(The information re:juested above was not submitted in time to be 
included in this record.) 

Mr. Davirn. First-mortgage loans on these projects—I mentioned 
72 of them that we participated in—would run between 10 and 15 years. 

Mr. Parman. Have you given consideration to the Small Business 
Investment Act that we passed in the last session of Congress to help 
these local development corporations ? 

Mr. Davin. Yes, to some extent, Mr. Chairman. There has been a 
little more interest in Pennsylvania, up to now, in the investment com- 
pany aspect of that program. As to borrowing from Small Business, 
we have had one instance, in Altonna, where the Small Business Ad- 
ministration is participating in a fire mortgage in one of these projects. 

Mr. Patman. Thank you, sir. I don’t want to take too much time. 

Would you like to ask some questions, Mr. Siler ¢ 

Mr. Stier. No questions. 

Mr. Parman. Mr. Miller. 

Mr. Miuzer. Thank you, Mr. Chairman. 

Mr. Davlin, I think your testimony is eloquent to the job that 
Pennsylvania has done. We are going to undoubtedly hear, in the 
debate on this bill, that the States have not done enough, and that local 
government can do this job, and specially for the record I wonder if 
you could tell us whether or not, in your opinion, Pennsylvania has 
done everything in its power to cope with this terrible problem. 

Mr. Davitn. Well, obviously, we would think so, but in more tangi- 
ble terms, right now, for example, the General Assembly of Pennsy]- 
vania is having to raise about $400 million in new tax revenues. It is 
having to initially make up a deficit, which it faces, of $173 million. 

Now, as to these industrial loans, in the past 21% years, the general 
assembly has appropriated $10,200,000 of State funds for this, and 
the Governor is presently asking, in the face of what would seem to be 
a really grave financial situation, for another $10 million of appro- 
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priation for industrial loans, and $10 million for urban renewal grants, 
essentially in these areas. : 

The Commonwealth is really straining to do that much, dollarwise, 
and at the community level, while they have done a great deal, we 
continue to experience these employment losses in our basic industries, 
due to modernization and automation, as the chairman has stated, so 
that while we make gains, and while other States may be envious of the 
new industrial gains we make, these gains must first go to filling in a 
deficit before we have any net gain at all, and we do believe that our 
banks, our communities, and the Commonwealth of Pennsylvania, in 
this general program, are doing all they can, and yet that is not enough. 

Mr. Mirirr. It seems to be a tremendous, demonstrable effort. Now, 
turning to another subject, Mr. Davlin, [ was tremendously interested 
in your testimony at the foot of page 9, point 5, regarding the need to 
finance public facilities, and the lack of private financing, and the lack 
of tax base to do just that. 

Do you feel that the sums of money which have been authorized 
under H.R. 3505 are sufficient for the magnitude of the job, as you 
see it ? 

Mr. Davin. Well, we would not be competent to testify to a na- 
tional situation. What we like about the dollar amount set forth for 
facilities loans and grants in this legislation, as well as for the in- 
dustrial loans, is that those sums seem adequate to make a real start 
at the job. They do not place States and municipalities in the posi- 
tion of wondering whether next year, as in the case of the redevelop- 
ment appropriations of past years in the Housing Act, they will die 
out and the program will be stopped in midair. 

We would not know whether those figures are adequate. They 
seem adequate for a start. This is our general view as to the amounts. 

Mr. Mirrer. In your testimony before the Banking and Currency 
Committee of the Senate, you presented certain information as to the 
adequacy of loan funds for the various area assistance bills, and Sec- 
retary of Commerce Mueller, when he testified later, disputed your 
material. I wonder if you would care to challenge that testimony in 
any way? 

Mr. Daviin. I do not have his testimony before me. I believe the 
calculations which we submitted are correct. We started out with 
some figures which Senator Clark had presented, which we felt were 
very conservative figures as to the number of jobs we needed in man- 
ufacturing industry to pull our distressed area situation down to 6 
percent unemployment, and we multiplied those jobs by $3,500 as 
representing the cost of industrial land and buildings, and as I recall 
the figure we came up with, that Pennsylvania itself would require, 
if Federal funds were used to finance these new industrial facilities, 
was something like $43 or $48 million. 

Now, we certainly feel that with the staggering chronic unemploy- 
ment situation we have, that Pennsylvania could use a very large por- 
tion of those funds. Our cost in new plants, in the plants we finance, 
does not run as high as the national studies on plant investment. 

Mr. Mirzer. Can you give this committee some idea of the specific 
plants you have made loans to and how those loans have worked out? 

Mr. Davrin. Well, that is a little difficult question to answer. We 
can certainly do that. Our cost for land and buildings, on the plants 
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we have financed, come out a little over $2,800 for the land and build- 
ings. As to how the projects we have helped finance worked out, we 
have had 77, as I mentioned, projects, in which we are soobags ay, 
financially, and I would say that some of these are in process, I woul 
say that about 50 of those—perhaps a little better—loans have been 
disbursed and are in the*process of repayment. And out of those we 
have had only one go sour on us—a small loan for about $30,000. 
Over 50 of our projects, then, which are in process, are paying off, 
to us, to the community getting its money back into its revolving 
fund, and the banks on their first mortgages on a current basis, both 
as to interests and principal. 

Mr. Miter. In the conclusion of your testimony you point out the 


| eost to the Nation for these distressed areas. You did so pretty gen- 


erally, in terms of the social costs incurred by unemployment and so 
on. 

In considering this legislation before Congress, we must bring this 
home graphically to those Congressmen who have not yet experienced 
the blivht that Pennsylvania has experienced; is there other cost to 
the N» ‘on, other reasons why Congressmen who have not yet felt 
the impact of this might be willing to consider such legislation favor- 
ably, and to be enthusiastically in favor of it? 

Mr. Davitn. Senator Batt, in the portion of this statement which 
he handled, indicated some of the actual dollar costs in terms of 
public assistance, 

Mr. Miter. I thought that was very adequately covered. I meant, 
could such depression attack other areas which are now prosperous? 
Is this likely under the evidence which you have laid out for us? 

Mr. Davin. Could chronic situations develop where they do not 


_ presently exist ? 


Mr. Miturr. Yes. 

Mr. Davirn. We certainly think so, Mr. Miller. We have, for 
example, a community which, during World War II, and during the 
years subsequent to World War IT, just as one example, was regarded 
in Pennsylvania as one of the most prosperous and thriving industrial 
centers outside of Greater Pittsburgh and Philadelphia— York, Pa., a 
city, I would guess, perhaps, of 75,000 to 90,000, with the environs. 

In World War II, it made a national name for itself by pooling 
production facilities of companies to take on war contracts, and this 
gave it a great reputation, and subsequent to the war a number of 
substantial national firms came there with new facilities. But in the 
last year and a half some of those companies, by virtue of moderniza- 
tion, which we have talked about, by virtue of consolidation of facili- 
ties, mergers, reduced production in York, until now, that area has 
about 7 percent unemployment, for a 3-year period, not just for the 
recession. 

So here is an area which thought it was getting along just fine, 


| and in a brief period, through the normal changes in business and 


industry nationally, finds itself on the way, unless it does something 
for itself, to becoming a chronically difficult area. 

Mr. Barr. Mr. Miller, I would like to add that one-industry towns 
generally would be subject to this kind of development. 1 would 
think that there would probably be several in Michigan. There might 
be even situations in towns as prosperous as Wichita, Kans., where, 
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if peace would break out, depending so heavily as they do on the 
Boeing plant, where it might occur. 

Mr. Muer. This goes to the rapidity of technological changes? 

Mr. Barr. And the demands in the Nation, over which no com- 
munity has any control. And one-industry towns are weakest. 

Mr. Mixer. I know a town like Los Angeles, which is a fairly sub- 
stantial community, depends a great deal on aircraft. 

Mr. Barr. You have had some shifts already in Los Angeles, that 
is correct. 

Mr. Mintzer. Mr. Batt, H.R. 3505, Chairman Spence’s bill, now 
authorizes the calling of industry conferences. Do you believe that 
this isa healthy provision ? 

Mr. Barr. Very much so, because obviously, the decline of an in- 
dustry—and textiles is a classic case—this has very little to do with 
the State of Pennsylvania, though we suffer from it—this is an indus- 
trywide problem, and I would hope that that is a clause that the 
imaginative administrator would use a great deal to try to get at the 
root of industrywide problems which affect communities throughout 
the Nation. 

Mr. Minter. One further question, Mr. Chairman. 

Do you regard the 13-week retraining period provided for in sec- 
tion 16 as enough time to retrain a worker ? 

Mr. Barr. That is pretty thin, sir. Our experience would indicate 
that the kind of retraining they need for the increasingly automated 
jobs in modern industry can run up to 2 years. I would think, how- 
ever, that anything you can put in would be enormously helpful. 

Mr. Miter. Would this period give a chance to make a semiskilled 
worker ? 

Mr. Barr. I would think so, sir; yes. 

Mr. Mitier. Thank you, Mr, Chairman. 

Mr, Parman. If there are no other questions, thank you, gentlemen. 
Please remember us to the Governor and thank him for his fine coop- 
eration and his fine statement. 

I wish to submit, for inclusion in the record, the statement of the 
Governor of West Virginia, the Honorable Cecil H. Underwood. 





STATEMENT OF Hon. Cectn H. UNpdERWooD, GOVERNOR OF WEST VIRGINIA 


Mr. Chairman and members of the committee, I am pleased to submit to your 
committee a statement in support of sound Federal legislation designed to aid 
areas of our country where chronic unemployment has persisted over a long 
period of time. It is my belief that Federal assistance of the kind provided under 
the depressed area bills under consideration in the Congress can be helpful in 
alleviating the hardships and misery. Sound legislation in this field can be 
helpful in strengthening the Nation’s economy. 

For centuries man has been forced to adjust to revolutionary economic 
changes. West Virginia today is faced with the stark aftermath of rapid tech- 
nological advances, primarily in the bituminous coal industry, where automation 
has resulted in an alarming decrease in mine payrolls. 

The entire State of West Virginia has been affected, as evidenced by a 10-year 
decline in population. But the change that has come in mining practices in 
the last decade is the fundamental cause of the chronic employment that persists 
throughout the coal-mining regions of the State. 

In 1948, for example, 131,700 persons (annual average) were employed in 
bituminous coal mining in West Virginia. In 1958, the number was 65,000 
(annual average). In January of this year it was 63,800. In 1948, nonagricul- 
tural workers employed in West Virginia totaled 543,900 (annual average). 
By January of this year the number had dropped to 463,500. 
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It is futile to consider the general welfare of a State unless we understand 
the nature and extent of its economic problems. The present economic panorama 
of West Virginia reflects both strong and weak areas. In fact, prosperity and 
poverty live side by side. On the one hand, rich areas where industries plan 
giant expansions give promise to a prosperous future. On the other hand, 
there are areas where the entire economy is almost at a standstill, with more 
than one-fourth of the labor force unemployed. 

We are not in a general depression, I am convinced. Instead, West Virginia 
industry has entered an era of rapid and unparalleled change. We are experienc- 
ing an industrial revolution which, unless we heed the warnings everywhere 
about us, may soon lead to revolutionary problems. 

In the long run, the technological changes will produce greater prosperity 
and better working conditions. The future of coal, so important to West Vir- 
ginia’s economy, is as secure as ever. Our reserves are plentiful ; mining methods 
are advancing: coal demands are growing. Coal production will climb, but 
the number of workers employed in this industry, now almost completely 
mechanized, will not increase materially. 

The unemployment problem is not new to West Virginia. This economic 
malignancy has spread itself since World War II to its present critical extent. 
The first sharp increase in current unemployment occurred in November 1957. 
This trend continued to deepen during the winter months, reaching its peak 
in May 1958. Since that time unemployment has gradually decreased, but 
West Virginia’s economy shows little promise of rising immediately to the 
high level of prosperity in many sections of the country. 

In the last 20 months, more than 50,000 workers in West Virginia have ex- 
hausted their regular unemployment benefits. Since the beginning of the teim- 
porary unemployment compensation program, June 27, 1958, more than 36,000 
workers have qualified for its benefits. More than 18,000 persons have already 
exhausted these temporary payments, and of course this program expires on 
March 31 of this year. 

During the calendar year 1958, West Virginia paid unemployment benefits 
totaling nearly $50 million. Payments in this volume have had a marked effect 
on the department of employment security trust fund and on the State’s industry. 

During the month of January of this year, 12,258 workers filed initial claims 
and drew their first unemployment payments. These disturbing numbers 
indicate the lingering effects of our industrial transition and point even more 
dramatically to the need for a permanent solution. For we must accept the cold 
fact that industry in West Virginia, as elsewhere, will continue to improve pro- 
duction methods and reduce manpower proportionately. 

In my judgment, this critical problem demands two lines of attack: 

1. The creation of immediate jobs for the unemployed. 

2. Long-range planning to rehabilitate the State’s economy. 

We must give these people help—not by dole, but by work; we must improve 
our economy—not by haphazard spasm, but by planned development. The prob- 
lem is one that calls for coordinated efforts at all levels of government—Federal, 
State, and local. 

West Virginia has immediate need for extensive public improvements in many 
areas, particularly in those economically depressed regions where unemployment 
continues to persist in the face of general economic recovery. I can think of 
no better or more expedient time for government—local, State. and Federal— 
to accelerate the construction of these public improvements than now. Such 
action will provide a substantial measure of relief for jobless workers, remove 
them from our unemployment and relief rolls, and at the same time establish 
permanent improvements in the State. 

I have urged the West Virginia Legislature, presently in session, to extend a 
maximum measure of financial support for highway construction. We have 
$130 million of unused, but available, Federal highway aid. In addition, we 
have many thousands of miles of secondary roads in this State which do not 
qualify for Federal aid, but are nonetheless important to the State’s economy. 

It is increasingly evident that expenditures of the Federal Government are a 
basie and important factor in stabilizing our national economy. In most areas 
of Federal spending, however, especially in defense installations, West Virginia 
has been bypassed for many years. We do not ask for a gift or handout, but 
we do believe we are entitled to a far greater share of the normal Federal ex- 
penditures. Favorable action in this field alone could produce healthy results 
in our State. 
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To meet the need for long-range, comprehensive planning, I have proposed 
to the West Virginia Legislature the creation of an economic recovery agency. 
This proposal contemplates the creation of a nine-member board to prepare 
and maintain a master plan for the physical, social, and economic development 
of the State. This agency will be able to serve many private and economic de- 
velopment groups. It can also provide much needed services to counties and 
municipalities engaged in industrial development activities. 

I call the committee’s attention to these developments by way of illustrating 
the extensive efforts the State government is making to solve the economic prob- 
lems peculiar to West Virginia. I do not believe the Congress of the United 
States can legislate a high economy, or that the States should look to the Federal 
Government to provide the solution. 

It is my belief, however, that the Congress and the legislatures of the various 
States can enact legislation which will provide long-range economic planning. 
In such a climate we can by self-initiative and industry improve our economy 
and return to the State a high degree of prosperity in the years ahead. 

The various proposals in Congress to advance Federal aid to economically de- 
pressed areas have many important provisions for the needs of West Virginia. 
The State government is prepared to make full use of such assistance. The 
economic recovery agency being established at this time is, in fact, designed to 
serve as the coordinator of these programs at the State and local levels. 

Already, we have underway plans to conduct statewide studies to determine 
the manpower skills represented in our current labor market as well as the 
projected employment needs of State industries. Also contemplated within the 
near future is a statewide land-use survey to determine the potential indus- 
trialization of West Virginia and its vast store of natural resources. In my 
opinion, these steps are basic to any long-range planning designed to create 
new job opportunities in areas of chronic unemployment. 

It seems to me only logical that any aid contemplated in these Federal 
measures will serve 2 far more lasting benefit if it supports economic develop- 
ment in a definite pattern of planned expansion. Otherwise, patchwork relief 
will be subject to waste and economic dilution. 

Since most of those who are unemployed in our State represent industrial 
displacements, I feel that government must determine its final responsibility for 
relocating them. Relocation will probably involve vocational retraining, en- 
abling these workers to acquire new skills. Unless the demands of future in- 
dustry are carefully studied and determined beforehand, it will be impossible 
to train today’s idle workers for tomorrow’s demands. 

In conclusion, it is my belief that a sound program of Federal aid to depressed 
areas is urgently needed at this time and will prove helpful in strengthening the 
economic foundation of those States where pockets of chronic unemployment 
continue to persist. The State of West Virginia is prepared to exert maximum 
efforts to implement any Federal-aid program that will prove beneficial to our 
people, 

Mr. Parman. Our next witnesses are from the great State of Ken- 
tucky, and since the chairman of our committee is the gentleman from 
Kentucky, the Honorable Brent Spence, and since he is ex officio a 
member of this subcommittee, I will ask him to preside. 

If you will, Mr. Chairman, we would appreciate it. 

Mr. Srence. Thank you, Mr. Chairman. 

I am very pleased to preside. 

Mr. Parman. I will call the next witness. 

Mr. James L. Patton, director of education of Kentucky, repre- 
senting the American Vocational Association, and Mr. John D. Whis- 
man, director of the eastern Kentucky Regional Planning Com- 
mission. 

Mr. Spence. I am very glad to preside, because a large part of 
Kentucky is certainly a depressed area. There is poverty, hopeless- 
ness, and despair, and it will be a very difficult matter to meet the 
conditions which prevail there. We are glad to have Kentuckians 
here who are familiar with the situation to give their views to the 


committee. 
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Mr. Patton, you may proceed. 


STATEMENT OF JAMES L. PATTON, DIRECTOR OF EDUCATION OF 
THE STATE OF KENTUCKY, REPRESENTING THE AMERICAN 
VOCATIONAL ASSOCIATION COMMISSION 


Mr. Parron. Congressman Spence, members of the committee, I 
am representing the American Vocational Association, on behalf of 
section 16 of the bill. 

I wish the committee would consider the entire statement that I 
have presented, and which you have before you, but I shall verbally 
summarize and make special comments on different aspects of this 
statement. 

I have listened with a great deal of interest to the gentleman from 
Pennsylvania, and feel very much disappointed because we in Ken- 
tucky felt that we were educating people for Pennsylvania, and now 
it looks as though there is a ee ee in Pennsylvania, so it makes 
the problem certainly more acute. 

We in Kentucky are, of course, the end product of technical ad- 
vancement and automation in two major inditwtries' namely, the ag- 
ricultural industry and the coal industry. Then confining my remarks 
to vocational education, and the part of the bill that has to do with 
that vocational training, we recognize that to improve any section of 
the country you must improve its people, and certainly as is brought 
out in the previous testimony, automation is a challenge to retraining ; 
that instead of the nominal skills which have been used in the past— 
and when you go into the field of automation then you get into the 
area where there is more need for planning, there is more need for 
designing, there is more need for people on the drafting boards, there 
is more need for people in sales Sor; there is more need for people 
who are supervisors—and so the whole realm of education changes 
in its concept and its needs, and certainly we are faced with that chal- 
lenge in vocational training, as section 16 of the bill will provide for. 

If you will notice in the presentation, you will notice exhibit 1 and 
exhibit 2, attached to the statement, set forth the scope of the depressed 
areas in Kentucky. You will see from the map there how widespread 
that situation is in our State. We are a State of small farms, to a 
large degree, and at one time had many small truck mines. So we 
find the passing of the small farm as a profitable commercial enter- 
prise fast passing out of the picture, economically speaking, and the 
small mines cannot afford the expensive equipment, and they are pass- 
ing out of the picture, leaving only the large commercial mines to 
mine the coal. 

We in the State have experimented in the past 2 years with a pilot 
rogram designed to reach people in very remote sections of the State. 
n this pilot program, during the past 2 years we have reached some- 

thing like 2,000 people in vocational training. 

This was designed, and we experimented with this program, to see 
how the adult population of the different age groups would respond 
to an educational program designed to try to meet some of their spe- 
cific needs. During our time in experimenting with this program, we 
found that when we would go in to attempt to hold classes, where we 
were only able to provide for 20 to 25 people, that there would often 
be 80 to 85 or 100 people seeking such courses. 
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Then it was necessary to face the task of telling them that they could 
not have such an opportunity. So we found by experimentation and 
working with these groups of people that through a process of retrain- 
ing and training of these people in some basic skills that it only opened 
up the avenue to the great need and the great opportunity that would 
be made possible, providing we had sufficient revenue and sufficient 
staff and sufficient facilities to do the job. 

This type of program, in these pilot areas, was taken to these people 
by mobile units, or by taking and transporting equipment, which we 
would set up in some woodshed somewhere, or some barn, or some area 
where we could get electricity, so that whatever machinery we would 
use could be properly set up. We found that the people were in readi- 
ness for it; we found that the people accepted the training; we found 
that there was demand far greater than we could satisfy; and this 
type of training program went across the board, in the field of agri- 
culture, homemaking, and in the trades. 

There was more interest in the trades program than there was in 
the other areas, because it was giving them some kind of a skill, or the 
beginning of a development of skill, which they thought they might 
use to secure new employment. 

However, the other types of programs had a beneficial effect; 
namely, agriculture, when it was adjusted to try to improve the home- 
stead, how they could better use what little farm facilities they had 
to try to feed themselves, and for the homemaker, where they were 
taught some processing techiques, or where they might be instrumental 
a little in trying to feed themselves. So we found that it is vital and 
important that we gear our thinking to reaching the entire population 
insofar as we can, in order that they might profit by training. And 
by experimentation with these pilot programs, we found there was 
readiness for such an educational venture. 

If you will notice exhibit 3, indicating the location of the vocational 
schools in Kentucky, that we have them strategically located through- 
out Kentucy, and five of them are located in eastern and southeastern 
Kentucky, where a major critical depressed area exists. 

If you will notice the large black dots in our centers, they are the 
real large centers, and smaller dots represent extension centers, where 
programs can be carried out to the people. 

Now, this hasn’t been developed to its fullest extent, but only in a 
very nominal way, because we haven't had sufficient funds and facill- 
ties to do the job. It is believed that if such opportunities can be 
developed under section 16 of this bill, that these programs can be 
carried to the people in the depressed areas, to the people who are un- 
employed, and that they can have new hope, new vision, of new oppor- 
tunities, once they have had a chance to learn a new skill. 

We may build bridges, and we may build highways, and we may 
provide for plants, and all of that is going to be important, but at the 
same time we must have some system of improving people, and un- 
less people are improved as we improve facilities and opportunities for 
them, then we will find that they will not be able to take full advantage 
of such opportunities. 

In exhibit 4, you can see the extent of our present trade and indus- 
trial program in Keniucky. About 75 percent of these programs are 
in operation now in the depressed areas of the State, because such a 
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large percentage of our State happens to be economically depressed, 
and already, in our regular program as it has been set forth in this 
presentation we are now doing training for the unemployed. 

In exhibit 5, you will see a study that was made in 1955-56 and 
1956-57, of people who had been trained in the vocational centers 
shown in exhibit 3, and you will see that a large percentage of them 
are placed in the trade in which they were trained, and related trades. 
And if you take the State as a whole, you will see that a large per- 
centage of them were placed in jobs within the State. Sixty-eight 
percent in 1955-56 were placed in jobs within the State. 

I might say that is a little high for the schools in the depressed 
areas. It really stands, for these 2 years, at about 60 percent out of 
the State and 40 percent within the State. 

T would like to call this to the committee’s attention: We conducted 
a survey, while I was director of the trade school, in the male voca- 
tional school in Paintsville, and of 300 people who had left the area 
and had gone to the East or North for employment, we wrote them 
letters and had them fill out a form, in which they would state if 
they had a job in Kentucky, would they return to the State, and 85 
percent of the people contacted out of the 300 said they would return 
to Kentucky if they could find job opportunities there. 

So in the providing of skills and opportunities for training, the 
people can have a salable skill, and they can seek employment wher- 
ever there might be employment, and also they would be glad to stay 
in Kentucky, providing employment is available. 

Industry has a general tendency, if there is a sufficient backlog of 
skilled neople, to try to locate in such an area. So with the bill 
that. is proposed by the Congress, for depressed areas, we in Kentucky 
and we in the American Vocational Association feel keenly that train- 
ing is a vital part of the program, and with sufficient revenue and 
with the organizational pattern that is already established within the 
State, with the machinery that is already set up, it seems to me that 
a very effective job could be done at a very nominal administrative 
cost, providing that the machinery can be set up in such a way and 
the money made available in such a way that the programs can be 
developed. 

Now, I would like to call your attention, and we recommend, an 
amendment to section 16. This isexhibit 6. We recommend that this 
entire section be substituted, and it constitutes just a nominal change, 
for section 16. The reason for presenting this is that, if you will 
notice, section 16 seems to be rather vague as to who has the respon- 
sibility within the States. Vocational education has been operat- 
ing programs successfully through the State board of education, 
since 1917, and we feel by having the amendment so that this pro- 
gram can operate through the regular constituted authorities within 
the State, for operating the public educational programs, that it will 
prevent overlapping and duplication, and will prevent agencies fall- 
ing out and fighting among themselves, and will prevent a dual sys- 
tem of education being set up within the States, and the only change 
is that it puts into the amendment the utilization of already existing 
authorities in this program. 

By doing this we will keep down duplication, I am sure, and the 
program will be in the proper perspective within the State, and I 
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think in the end will operate much more smoothly and with the sav- 
ing of a quite a bit of money. 

In closing my testimony, we would like the committee to think 
seriously about the substituting of this amendment for section 16, 
and then the proposed amendment in section 17, which is a very 
nominal change. By adopting this amendment we will get more 
training, and I believe greater opportunities for our people, provid- 


ing we are able to operate it within the lines on which we have been 
operating in the past. 

I would also like to present to the committee the formal statement 
made by William F. Cooper, the supervisor of trade and industrial 
education in the department of public construction in the Common- 
wealth of Kentucky. He made a very fine statement in the Senate 
committee of what the State is attempting to do in the training 
of unemployed people. The statement is so good and shows such an 
outstanding relationship with so many groups and organizations that 
I believe it would be just fine for consideration by the committee as a 
part of the record for information it might require. 

Thank you very much. That concludes my statement. 
(The prepared statement of Mr. Patton is as follows :) 


STATEMENT OF JAMES L. Patron, DIRECTOR OF VOCATIONAL EDUCATION, 
DEPARTMENT OF EpUCATION, FRANKFORT, Ky. 


The economic condition of the depressed areas of Kentucky is becoming 
a problem of major proportions and vital concern to the leaders of our State 
and society in general. This is a problem primarily of low productivity and 
unemployment affecting two major groups of people; operators of small, unmech- 
anized, noncommercial farms which are located throughout the State and the 
displaced unskilled laborers of the industrial areas of the urban centers and 
the southeastern coalfields. The agricultural and industrial revolution of the 
past two decades and the high cost of living have placed this segment of society 
in an economic squeeze. A large percent of the families of these areas are living 
on incomes which are below prevailing standards of adequacy and are often 
forced to be recipients of public assistance. The attached map and table which 
are referred to as exhibits I and II, tell their own stories relative to the scope 
and extent of the economically depressed areas of Kentucky. 

This is a problem resulting from several factors, primarily from the lack of 
industrial employment opportunities, poorly educated adult population, limited 
agricultural potential, and a high index of natural increase. Large families, 
small farms, poor educational facilities, unimproved highways, and inadequate 
health facilities are the rule in these areas rather than the exception. These 
eounties are populated by a proud, intelligent, patriotic people who have the 
capacity and willingness to learn new trades. A large percent of the families 


have been forced to migrate to other communities in search of employment as | 


unskilled labor and often become social problems where they locate. 

Even though there is a wide scope of problems contributing to economic condi- 
tions that lead to depressed areas, I will confine my remarks to vocational 
education and its place in improvement of people in the depressed areas. 


PILOT PROGRAMS 


The pilot programs that have been in operation in Kentucky during the past 
2 years have proven that a broad program for the improvement of people 
developed by vocational leadership can lift materially the level of living of 
individuals and groups in economically depressed areas. The program has been 
in operation on a limited scale and was aimed at improving the opportunities 
for higher incomes and a higher level of living. This is a locally initiated 
program which was designed to serve the specific needs of the families of a 
local community in the major areas of agricultural production, general home- 
making and family care, and trades training for the development of skills for 
general farmstead and home improvement. During this 2-year period more than 
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2,000 rural people have been enrolled in these classes which are located in outlying 
communities. This program has been enthusiastically received by both the class 
members and the county organizations and businessmen who have been instru- 
mental in promoting the program and encouraging the local people to participate. 
The following is a list of some of the major accomplishments : 

1. A general awakening and a willingness of the people to help themselves. 

2. One hundred eighty-one head of dairy heifers purchased from an out-of-State 
grade A herd for foundation dairy herds. 

3. More than 1 million forest seedlings planted in reforestation projects. 

4. Feeder pig sales organizations organized through which more than 3,000 
pigs have been marketed during the last year. 

5. Several rural homes have been modernized with running water, bathrooms, 
and wired for electricity. 

6. Youth groups have been organized for recreation, cleanup campaigns, etc. 

7. In view of the fact that new skills were learned through the training of 
special trade classes, this led to additional training on the part of many people 
at designated vocational centers that are set forth in exhibit III. Such training 
provided salable skills that could be used toward obtaining jobs wherever such 
jobs might be found throughout the country. 

The pilot program has proven to educational leadership of the State that 
vocational education can be a great moving force toward improvement of the 
people in the economically depressed areas. 

The regular program of trade and industrial education that is operating out 
of the area trade school centers, as is set forth in exhibit III, also operates a 
very extensive regular program that is geared, to a large degree, to the train- 
ing of unemployed people. The location of the schools will show you that 
seven of the schools are located in areas that are regarded as economically 
depressed. Exhibit 1V sets forth the scope and extent of the training program 
that is in operation in the area trade school centers of the State. About 75 
percent of this total program is operated in the schools that are located in the 
depressed areas. Kentucky has the administrative and organizational machin- 
ery for the development of a program that would meet the specific needs of the 
thousands of people who are now unemployed. The desperate need at this 
time is for improved training facilities together with sufficient funds to expand 
the training program to provide services to more people. We are only meeting 
a fractional part of our responsibilities to the unemployed people of the de- 
pressed areas. Exhibit V shows the placement record of people who have 
been trained in the area vocational centers. This is for the school years 
1955-56 and 1956-57. This exhibit sets forth that if the people have oppor- 
tunities to obtain skills through training, then their opportunities for job 
placement are greatly enhanced. This job placement survey was made for the 
entire State. It would be about the same in the centers located in the depressed 
areas with the exception that the people employed in the State would be much 
smaller in comparison with those employed out of the State. In fact, it 
would be on about a 40 to 60 percent basis—40 percent in the State and 60 
percent out of the State. 


PROPOSED FUTURE VOCATIONAL EDUCATION PLAN FOR ECONOMICALLY DEPRESSED AREAS 


At the present time every county in the State has one or more departments 
of vocational education and there are 14 area and State vocational schools, 7 
of which, as has been pointed out, are located in the depressed areas. These 
schools are designated to serve more than one school district or county as shown 
in exhibit III. Kentucky has a nucleus of an organization already established 
to continue to organize vocational programs that would be designed to provide 
educational opportunities to unemployed people. In order to do an effective 
job of organizing programs that would be beneficial to depressed areas, we 
should keep in mind the total needs as well as the total population to be served. 
An effective program of vocational education must be geared to meet the needs 
of the individuals. In terms of these needs, we might roughly divide the 
population and programs into five main groups: 

1. Those over 60 years of age: For the most part, the productive life of these 
individuals is past. Yet it is possible to insure that this group become or remain 
self-supporting and perhaps contributing members of society. They can, through 
organized instruction of vocational classes, be taught skills that will enable them 
to be more productive on their small homesteads or farms as well as learn the 
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technical know-how so as to do the general maintenance around their homes and 
small plots of land or larger productive farms, whichever might be applicable. 
They also might be taught processing and better utilization of their money as 
well as the products raised in their gardens or on their farms. This would entail 
the organization of many short-unit classes to meet the specific needs of this 
age group. 

2. Those from 45 to 60 years of age: This group is still a productive group. 
Much can be done to improve their general well-being. Many of these people 
are recognized as leaders in their communities. For the most part, they will 
remain in the county in which they now live. These people should be provided 
instructional programs so that they might learn new skills and improve the 
skills that they now have in the production of food, maintenance work on the 
farm, processing, the proper use of money and planning, conservation, and the 
marketing of many products that might be developed or produced by the learning 
and proper application of new skills. 

3. Those from 25 to 45 years of age: This group is the most productive group 
in the depressed areas. They are established or becoming established in busi- 
ness and, in too many instances, their opportunities for advancement are limited. 
Many of these people have lived on small farms that cannot be made to produce 
to the point of competition with other commercial types of farms and they have 
also been employed in different types of positions in coal field. Such employment 
has been cut to a minimum in recent years. Many of these people should be 
trained for other employment. This is the age group to which the trade schools, 
through expanded facilities and educational opportunities, should provide train- 
ing in skills that might be salable in the employment markets of the country, as 
well as provide a backlog of skilled people that might induce the development 
of industries within the area. This group should also be taught some living-at- 
home techniques such as improved homemaking practices, the raising of food 
on their homesteads or farms, as well as skills in processing, and money and farm 
management. 

4. Those from 16 to 25 years of age: This group is definitely confronted with 
the problem of deciding on a career. Many of these have dropped out of school 
without having acquired a high school education. Others have completed high 
school and are not able or do not desire to go to college. All of this group need 
help. They are receptive and teachable and, given the opportunity, will de- 
velop into well-adjusted and progressive citizens. If neglected, they will add 
to the problems of the area in which they now live. Through the organized 
program of trade education, they could be taught marketable skills. Vocational 
education, through organized instruction, if provided sufficient revenue, stands in 
a position to help these young people. 

5. The high school group: The objective in dealing with this group should be 
to prepare them for constructive and profitable occupations. They should be 
fully apprised of the employment and business opportunities in their respective 
areas, and led to make intelligent chuices regarding their futures. Enriched 
course offerings in the schools plus individual counseling will do much to help 
these young people make intelligent decisions. A fair, capable, and conscientious 
counselor is absolutely necessary in every school system if the needs of these 
boys and girls are to be met. 

An expanded trade and industrial program would go far in meeting the needs 
of this group and making them contributing members of society. A carefully 
planned and fully financed school program will be needed to meet the needs 
of this group. They should never be allowed to become the victims of the same 
type of economy in which the present generation has become engulfed. Cer- 
tainly a fence of opportunity at the top of the cliff is worth infinitely more than 
a hospital and welfare programs at the bottom. 
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The above plan that has been briefly outlined has been given on the premise 
that in order to improve the depressed areas, we must improve the people. To 
do this, it is essential that we have a broad program of specific vocational educa- 
tion so that we can approach the problem from the standpoint of the different 
age groups. If we are to continue in the traditional way of working with just 
the young people, then it will take several years before we can make any dent 
on solving the problem. To carry through to full realization the opportunities 
made possible under H.R. 3466, it is imperative that training be a major factor 
in improving the technical skills of the people in the depressed areas of the 

ation. 


SUGGESTED CHANGES IN THE LANGUAGE OF SECTIONS 16 AND 17 OF H.R. 3466 


The leaders in vocational education support this bill but we respectfully submit 
the following proposed language for sections 16 and 17 of the bill. This is set 
forth in exhibit VI. In support of these amendments, I wish to quote Dr. H. H. 
London, president of the American Vocational Association : 

“In every State in the Nation there is a State board for vocational education 
with staff and know-how for the supervision and administration of the pro- 
grams of vocational education. Since the passage of the Smith-Hughes Act of 
1917 these State boards have worked cooperatively and harmoniously with public 
local and area schools in the establishment and operation of programs of voca- 
tional education for youth in agriculture, industry, homemaking and distributive 
occupations. In cooperation with local advisory committees, these schools have 
also provided programs for adult workers in agriculture, industry, homemaking, 
and the retailing field. 

“We believe, therefore, that by reason of this long and successful experience 
with varied programs of vocational education, the State and local vocational 
education authorities are in a position to make decisions about the need for and 
the nature of vocational training essential for the redevelopment of low-income 
and depressed areas. Furthermore, we believe that the wording we suggest will 
facilitate the administration of ‘training programs to be established under the 
provisions of this bill, and will eliminate duplication of effort, waste of funds, 
and possible conflicts between agencies in the States. This is the intent of our 
suggestions. 

“Finally, I should say that State and local school authorities will welcome the 
cooperation of the Department of Labor in the working out of problems relating 
to the nature and extent of vocational training needs.” 
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ExHIBIT II 


Information on counties in economically depressed areas of Kentucky 


|From Progress Report 67 “‘The Changing Kentucky Population,’ September 1958, University of 
Kentucky, Lexington, Ky.] 
































Estimated /|Value of farm) Farm-oper- 
| per capita products ator family | Population Percent 
County annual sold per level-of- change, population 
income farm, 1954 | living index, 1950-57 2 change 2 
1954! 
re ae 1,313 2, 195 105 +12, 387 +0.4 
EE occ unudn cwdenddeccege seen 748 1, 626 83 —1, 955 —11.0 
SL Soh's ievasnn an uasecenacdiuuees 718 1, 622 104 —2, 220 —16.0 
Avs snincsenneackbleaena R44 2, 715 109 +917 +10.7 
eee ee 785 149 67 —12, 443 —25.9 
EE es ee ee TA 607 351 54 —2, 230 —11.1 
mreexinridge. . ...... néancosecs 817 2, 475 89 —1, 253 —8.0 
Ee ea 500 1,318 82 —2, 145 —18.8 
ED sb xavcavocnantithecuimek 1, 042 2, 127 108 —1, 554 —11,7 
WEY. cnwiccc nccectghbocdes~=66 1, 068 1, 736 119 —1, 368 —6.7 
| ERR IS," OLY pet 884 2, 101 106 —289 —4.6 
eS cls wri ctdinan onde odd aie 691 1, 064 77 —3, 083 —13.5 
Tt. «thw suhaghee vebatiaksanal 629 1, 600 S4 —1, 746 —9.9 
REITs ads «is cies micipaniaiaielaiieas 572 681 56 +852 +3.5 
| ea oe ay 650 1, 208 64 —1, 446 —13.5 
IR cogs SR SIE 719 1, 393 104 —2, 881 — 26.4 
ee eriand. .........-<,. -cteess 692 1, 788 74 +50 +.5 
INOUE. 5s ccc succcditleskune ce. 588 1, 196 82 —146 —1.5 
Sa cckee cn éirentinbitesaduamal 602 1, 132 71 —1, 085 —15.2 
Se ree 868 882 70 —1, 416 —9.6 
Floyd wtineingliaee 683 135 76 —10, 465 —19.3 
Ee As eee 702 1, 699 86 —§ —3.1 
RIL, sa: tisha «iio nnhe ae ae 981 2, 547 89 —1, 485 —13.1 
ID cinco s cneuneageandememed 835 1, 121 88 +5, 218 +20. 8 
Hancock acts cwtcceat 859 2, 618 115 —l, —24.4 
ES ee 928 2, 058 112 +3, 502 +6.9 
ae eal Y 1, 148 173 65 —19, 928 —27.5 
on, os pubin Coated ae 1, 030 2, 302 104 —3, 023 —19.6 
PR .. cieosantnendtaeilemies 875 3, 532 134 —1, 053 —13.4 
| EES ETE NAS eS 1, 362 1, 913 106 —6514 —-13 
ar Se | 556 981 74 — 698 —5.3 
ee es. 747 304 63 —1, 568 —6.5 
EE a ES ae 393 102 64 —1, 518 —7.4 
BE astsegesh-pcacbidedemers 490 402 67 -1, —6.4 
Larue eenenwes aaa 784 2, 546 115 +317 +3.2 
EAS SEE a TES. 646 844 +412 +1.6 
EE SO ae 649 787 7 —1, 061 -—7.3 
BE icin 3 citbbecacams Mitte dead nok 689 436 44 —1, 273 —14.4 
0 SE a age” oe 500 161 54 +2, 932 +18.6 
RE IES LES TEA FEES rshig SEE 101 73 —10, 882 —27.2 
RS aes Se 645 2, 097 86 — 994 -—7.3 
Ee ae er 693 1, 706 102 +27 +.4 
ae | 706 1, 941 107 — 683 —9.9 
DEPOREY .....-.<.<..'s Stew cceeiied 572 307 74 —3, 997 —23.7 
aE RSE He: 494 551 54 —3, 680 —26.3 
Marshall. - . .---- «wires sare 1, 133 821 105 +3, 435 +25. 5 
0 ES Se ee a 37% 97 78 +466 +3.9 
ES ae 886 2, 448 113 +1, 307 +13.7 
indscke~aiedtcessagawth 627 1, 251 83 —969 —20.0 
Metcalfe.....-.-- vanweeties 856 1, 885 88 —1, 094 —11.0 
Monroe... ..---- - whet : 680 1, 602 88 —1, 745 —12.6 
Morgan... --..-..-- ada 805 1,241 75 —4, 567 —33.2 
Muhlenberg. 7 975 1, 944 106 —6, —19.8 
eee tte oi pha 787 1, 450 101 —5, 735 —27.3 
Oe 490 989 64 —976 —13.2 
Nea bpian line «ab on dhoded 74 91 67 —10, 480 —22.2 
Sasi Je cncandasccondyreieen 853 98 69 —10, 883 —13.3 
Sa Soe ai 45 1, 204 83 +211 +3.1 
a RE ~espaieabaielt 786 1, 254 83 —3, 207 —8.3 
Re Sey eee | 644 1, 342 70 —791 —5.6 
eS ra “Se 865 1, 501 74 —3, 339 —26.0 
Russell ----- " dhocyunese 686 1, 497 85 —2, 416 —~—17.4 
SIN. ain sn sinseesuehasea ees 1,179 2, 557 109 —1, 324 —3.1 
IR cs diainn ws Athos vanliph a AOE 579 1, 597 70 —539 —3.2 
SS Se a Se ee 811 2, 370 111 —2, 993 —18.8 
WOT. <5.---0 Ticket debe’ an 801 359 72 —3, 418 —10. 
SESE Rea 561 1, 100 67 —330 —4.3 
1 The U.S. county average index for 1945 equals 100. Items making up the index are: The average value 
of farm products sold or traded, and the percentage of farms with electricity, telephones, and automobiles. 
? From Progress Report 66, August 1958, University of Kentucky. 
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KENTUCKY AREA VOCATIONAL PROGRAMS & EXTENSION CENTERS 


EACH CIRCLE REPRESENTS AN AREA OF 20 MILES DIAMETER 


% Two schools located in Paducah and Lou 
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ExHIBit IV 


State average enrollment summary, trade and industrial education, 1956-57 











Courses Day Part Trade Preemploy- Total 
trade time extension ment 

Appliance repair__--_-- RI ep ATEN RRC My Fi Ura RAN wa olan aed 5 5 
Auto body mechanics. -__.----_.-.-....--- 16 Latah ye thle wehieu 75 91 
ey WUGONNNNOS 08s 5 Lh ck See 300 30 120 300 750 
IN 5 oie 2 thelaing amg big au 6a pak Pa aikeodue padietouadokeend me5S 14 14 
POR. «ss ckpendcumadanas cna wthuscas as etin 37 + tide MESSE 314 
RWUNNE Lat d nin so eecaccdegeetuccasckde AM, S 30 |- eae UY 16 46 
SS SE ee eee eee Cae 67 4 18 seed 89 
EE EEE a PPE SS Ree) Fixe Tete 20 |. 20 
TG. on ccccanns <cwnkammaondtie os 43 foie ee SET prteet Ss 48 
ee re ee eee eee Sry it QTR 124 i ied 124 
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Note.—Complete as of May 31, 1957. 
EXHIBIT V 


Placement record of area vocational schools on a State basis for 1955-56 and 




















1956-57 
Percent Percent 
employed Percent Percent pursuing | Percent un- 
at the trade| employed | employed | additional | accounted Percent Percent 
Year for which | in related jinunrelated| training for employed | employed 

they were trades trades and in in State | out of State 

trained armed 

services 
1955-56. .......... 59.7 11.6 10.7 4.2 13.8 68. 0 32.0 
1956-57 !__.______- 51.1 11.4 13.2 5.2 219.1 76.5 | 23. 5 




















! Date completed up through July 19, 1957. 


2 Since many have just recently completed their training, the schools have not had time to hear from them; 
therefore, they are listed as unaccounted for. 
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Exursirt VI 


Proposep LANGUAGE FOR Section 16 or S. 722 anp H.R. 3466 anpD AMENDMENTS 
FOR SECTION 17 


VOCATIONAL TRAINING 


Sec. 16. (a) The Secretary of Labor, in cooperation with the Administrator 
and State vocational education authorities, shall survey the vocational training 
or retraining needs of unemployed individuals residing in redevelopment areas 
and shall so advise the Secretary of Health, Education, and Welfare as to the 
needs of each such area. The Secretary of Health, Education, and Welfare 
in accordance with such findings shall cooperate with existing State and local 
vocational education officials in charge of existing public vocational training 
and retraining programs for the purpose of encouraging ‘he use of facilities and 
services of such agencies for such individuals. 

(b) Whenever the Secretary of Health, Education, and Welfare finds that 
additional facilities or services are needed in a redevelopment area or areas in a 
State to meet the vocational training or retraining needs of individuals in such 
area, he shall through the Commissioner of Education provide assistance, includ- 
ing financial assistance from funds authorized under this Act when necessary, to 
the State board for vocational education of the provision of such additional facili- 
ties or services. If the State board for vocational education is unable to provide 
the facilities and services needed, said State board may provide for the same 
by agreement or contract with public or private educational institutions: Pro- 
vided, That the Secretary of Labor shall arrange to provide any necessary tech- 
nical assistance for setting up apprenticeship programs in the area: Provided 
further, That any vocational training or retraining provided under this section 
shall be designed to enable unemployed individuals to qualify for new employ 
ment in the redevelopment area in which they reside. . 


PROPOSED AMENDMENT TO SECTION 17 


(a) Insert on line 4, page 29, between the words “the” and “Secretary” the 
following: “State board for vocational education and the” and on lines 13 and 14 
of page 29 delete the following last words from item (b) : “and section 16 of this 


Act.” 

(Mr. Cooper's statement, referred to above, appears at p. 379.) 

Mr. Spence. Mr. Patton, do you tie your training in with the job 
opportunities, or is it just general training ? 

Mr. Parron. Well, we have been first and foremost trying to train 
people with the idea that they would find employment wherever em- 
ployment might be found. Because of the limited employment we 
had in the State, we had to do that, or else we would find ourselves 
training people in a vacuum, for whom there wouldn’t be any oppor- 
tunities. Therefore, we have had to keep in touch and to try to think 
in terms of the individual and what would be best for him. 

aes Spence. Don’t you also think in terms of the industry and the 
area ¢ 

Mr. Patron. We certainly do. I will give you an illustration. In 
the coal industry in eastern Kentucky, the Princess Alcorn Coke Co., 
10 years ago was employing practically all mechanics and mainte- 
nance men from out of State. At the present time their entire staff 
consists of people who have been trained in the vocational schools, and 
they have a policy that all of their employees must have the pre- 
liminary training within one of these schools. 

The same thing is true to a large degree of Inland Steel. They are 
going in the direction of recognizing that many of their technical men 
have been trained in the vocational schools. Throughout eastern Ken- 
tucky and throughout Kentucky, many of our small shops and small 
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businesses have been stimulated and certainly enriched and improved 
because of the type of limited program that we have had in the State. 

Mr. Srence. If there was a job opportunity, and the tendency was 
that a certain character of job would be attainable, you would cer- 
tainly direct your activities toward that goal ? 

Mr. Parton. Certainly. That would be good educational endeavor, 
and certainly in our training under this bill, once we decide the direc- 
tion and the authorities decide in which direction we should go, then 
we shall be very happy to adjust the curriculum and the training pro- 
gram in that direction. That is the nice thing about the vocational 
program. It is flexible, we can change it in keeping with the needs. 

Mr. Srence. What is the ordinary training period for a basic skill? 

Mr. Parron. About 2 years. 

Mr. Srence. What could we _——- in the 13 weeks of training 
provided for in this bill? Would that be helpful ? 

Mr. Parron. Well, it would certainly give some fundamentals. It 
would certainly encourage the people, it would give them some basic 
skill, but as far as training an individual, it certainly couldn’t be done 
in a period of 13 to 14 weeks. But you might discover the people, and 
IT am sure, if they could, they would continue their training longer, 
those that showed interest. 

Mr. Seence. Might you not train one for a specific job 4 

Mr. Parron. For a specific job situation, we could do very good for 
a period of 13 or 14 weeks, for a specific skill. 

Mr. Srence. If you had a definite objective ? 

Mr. Parron. That is right, for a specific, narrow type of objective. 

Mr. Spence. Wethank you very much, Mr. Patton. 

Mr. Jornson. May [ask a question, Mr. Chairman ? 

Mr. Srence. Mr. Johnson. 

Mr. Jonnson. About your specific suggestion on section 16, Mr. 
Patton. Is there in fact a State board of vocational education in each 
State ? 

Mr. Parron. Yes, sir. 

Mr. Jomnson. By that name? 

Mr. Parron. By State board of vocational education, or State board 
of education. 

Mr. Jonunson. A policy question, perhaps, which we should con- 
sider, is, should we as the Congress write into the law language more 
specific than what we now say on page 28, “to the appropriate State 
vocational or educational agency”? What I am wondering is, should 
we say we won't spend any money unless it goes through a State board 
of vocational education? Is the present language inadequate, in your 
view ¢ 

Mr. Parron. It seems to me it is so broad that you may get, in the 
broad interpretation of vocation, it can be so broad that you might have 
higher education, which could be considered as training for a vocation, 
and you would have many different agencies that would consider them- 
selves entitled to put in vocational programs. And it might just wind 
up with really no training in particular getting to the people who 
need it. 

Mr. Jounson. I would hope that sweet reasonableness would pre- 
vail. 

Mr. Parron. Well, we would hope so, too. 
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Mr. Jounson. That is all. 

Mr. Parman. May I ask aquestion, Mr. Chairman ? 

Mr. Spence. Mr. Patman. 

Mr. Patman. Do you see, in this whole problem, evidence that 
monopoly and absentee ownership are playing a major part ? 

Mr. Patron. Do you mean as it relates to training / 

Mr. Parman. As it relates to industries, except, of course, coal 
mining. We know pretty well the score there, that automation has 
entered into it and you can’t argue with automation. You might 
have a little shorter workweek, probably. But don’t you see in these 
other industries, other than coal mining, where there is too much 
concentration, and they are having to close down certain plants be- 
cause they can already produce what they need in a fewer number 
of plants ? 

The closing of certain plants in small cities by absentee owners could 
produce a disastrous condition, thus causing a distressed area. Do 
you see any evidence of monopoly creeping into this thing, Mr. 
Patton / 

Mr. Parron. I am not an authority on this, but from general ob- 
servation, and with the knowledge I have, I think that absentee owner- 
ship certainly has an effect in the eastern Kentucky depressed area, 
and I could see where there can be monopoly, and where monopoly 
van be handled in such a way that it would cause a depressed area to 
come about, or aggravate an existing situation. 

Mr. Parman. Even though the people who have a monopoly in 
un industry have the very best of intentions, working in their own 
interests they would probably be forced to do certain things that might 
be disastrous to a local area ¢ 

Mr. Parron. It seems to me that when you have a monopoly, that 
there is a danger of ignoring to a degree the welfare of the employee. 

Mr. Parman. And even the welfare of the local community ¢ 

Mr. Parron. That is right, the welfare of the local community, 
and certainly it could work a disastrous situation if it exists too 
much. 

Mr. Parman. You heard the preceding witnesses outline the situa- 
tion as it applies to Pennsylvania / 

Mr. Patron. Yes, sir. 

Mr. Parman. Now, there is a case where mergers—of course, that 
is monopoly on the march—mergers have caused unemployment. That 
is more absentee ownership, probably, and more monopoly. I think, 
basically, that enters into this problem in a big way, and if it does, 
this is just the beginning of distressed areas in the United States of 
America. We might as well get ready for a big program, one that 
will make this program look small in comparison. Don’t you agree 
to that? 

Mr. Parton. I think so. It is very, very distressing, indeed, to 
see the people in the eastern Kentucky area, which is a very proud 
people, with a great deal of native ability, not interested in handouts, 
not interested in welfare, in their plight. If they can earn a livelihood, 
that is all they want. , 

You see great, stalwart men stand in breadlines to get food for 
their families. It is distressing when we have so much wealth and 
so much production in America. There is something radically wrong 
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with the way we are geared, I think, and we are going to have to 
get under it or we are going to suffer quite a bit throughout the world 
by having such festers and such cancerous conditions in our political 
structure. 

Mr. Parman. It is inevitable that people who are displaced will 
have to have support from some source. There are many people who 
don’t seem to be excited about monopoly, and concentration of in- 
dustry, and they are opposing assistance to unemployed people in the 
chronically depressed areas. I think they had better wake up and 
realize that the people of the United States of America still have a 
democracy in their form of government, and the people have not lost 
their votes. The people will adjust this thing in one way or another. 

I hope that the pendulum doesn’t swing too far the other way. I 
think this is a time we should all stop, look, listen, and think about 
what is going on in the United States of America. Iam afraid that 
too many people, having too much control of the means of communi- 
cation to the people, do not always find space and opportunity to give 
the whole story. I am afraid they are overlooking something which 
involves the safety and security of the people and the Nation as a 
whole. I think it is a very critical time. Do you agree, Mr. Patton? 

Mr. Parron. I think so. I think you are right in your point of 
view. 

Mr. Parman. Not only from the standpoint of foreign affairs, in 
a cold war with Russia, but right here in the United States. 

Mr. Parron. That is right. 

Mr. Parman. Thank you, Mr. Chairman. 

Mr. Spence. If there are no further questions, Mr. Patton, I want 
to thank you for your testimony. I am familiar with the good work 
you have done in Kentucky, and I think our industrial training has 
been a splendid thing. I have seen a great many evidences of the 
good work which has been done. 

Mr. Parron. Congressman, we want to express appreciation to you 
for your support, and we want to express appreciation on behalf of the 
American Vocational Association for granting us the privilege to 
present a point of view that we think is for the best interests of the 
country and the bill before you. Weappreciate it. 

Mr. Spence. I assure you you have my support. I would be derelict 
in my duty as a Congressman if I did not feel deep sympathy for 
the people of Kentucky and other people situated in similar positions 
throughout the coal mining districts of the Nation. 

I think, as Mr. Patman says, that this is probably the result of not 
the purpose to create monopoly, but a result of monopoly. When 
science puts things in the hands of a few people, things like this 
happen. I don’t know what is going to happen when we have nuclear 
energy for industrial purposes. 

Thank you very much for your testimony. 

Mr. Parron. Thank you. 

(The following statement was submitted by Mr. Patton, at p. 368.) 


STATEMENT OF WILLIAM L. Cooper, SUPERVISOR, TRADE AND INDUSTRIAL Epuca- 
TION DEPARTMENT OF PUBLIC INSTRUCTION, COMMONWEALTH OF PENNSYLVANIA 


The State Board for Vocational Education of the Commonwealth of Pennsyl- 
Vania has been operating vocational training programs for the unemployed since 
1953. The type of training given has ranged from auto body repairmen to weld- 
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ers and includes among others, such occupations as carpenters, interstate tractor- 
trailers operators, paperhangers, practical nurses, food supervisors, stenogra- 
phers, typists, power sewing machine operators and shoe factory workers. This 
training can be given in any occupation and is not necessarily confined to those 
normally considered “Trade and industrial.” 

The State board for vocational education was given this responsibility by 
Pennsylvania law (sec. 2508.3-1957 school code) and a biennial appropriation is 
made to the board to carry out this responsibility. The State board assigned this 
function to the trade and industrial division of the department of public in- 
struction. 

The trade and industrial division has been able to perform this service without 
addition to its regular State staff. This staff consists of three advisers and my- 
self in the State office, and a regular staff of nine field supervisors who are located 
at the University of Pittsburgh, the Pennsylvania State University and the 
University of Pennsylvania. 

The Commonwealth does not operate nor directly supervise these programs. 
All programs are operated by and are under the supervision of a local school 
district. Each program is directly supervised by a State certificated local director 
of vocational trade and industrial education. There are 75 such trained persons 
now employed by local school districts and are available to organize and operate 
programs anywhere within the State. 

The State board for vocational education cooperates with the Pennsylvania 
Department of Labor and with the Pennsylvania Department of Commerce in 
the operation of these programs. Field supervisors on the State staff and local 
directors of vocational education cooperate with the department of labor and 
industry in surveying training needs within their areas. When a program is in 
operation the bureau of employment security selects the persons to be trained 
and is responsible for their placement in jobs after the training is completed. 

Vocational education cooperates with the bureau of industrial development of 
the Pennsylvania Department of Commerce in its efforts to bring new industries 
to distressed areas of the State. This cooperation is in the form of providing job 
training for any industry which may wish to locate within the Commonwealth. 
This plan has been responsible for bringing several new plants to communities 
which have large numbers of unemployed persons. It also encourages the ex- 
pansion of existing factories. 

The Pennsylvania Department of Labor is now conducting a study of the need 
for training of the unemployed within the State. This study is being directed 
by a committee of representatives from the departments of commerce, labor and 
industry and public instruction. This study includes the skills already pos- 
sessed by the unemployed, the skills in which training should be given aud the 
training facilities available in the public and private schools of the State. 

Although there has been the closest cooperation between the three depart- 
ments of the State government, the success of the efforts of this committee has 
prompted a recommendation that a permanent committee be formed to co- 
ordinate the work of the three departments in training of the unemployed. 

There are, in Pennsylvania, approximately 600 different vocational trade and 
industrial shops, each with a certificated teacher and all under the supervision 
of trained and certificated directors of vocational education. These facilities 
are located in large cities, in small communities and in area vocational tech- 
nical schools. All of these schools are under the general jurisdiction of the 
State board of vocational education. 

During the past year, in these facilities, 20,158 high school students received 
job preparation training and 27,984 adults received training supplemental to 
their regular employment. These figures include 1,700 unemployed persons 
who received specific job training, of whom 83.8 percent were placed in employ- 
ment. These figures also include approximately 6,000 apprentices who received 
supplemental related instruction in these schools. 

These shops and teachers can be fully mobilized overnight for training of the 
unemployed and only additional teachers would be needed. This same organ- 
ization of the State and local vocational education directors and supervisors can 
establish any new program which may be needed if funds are made available. 

The boards of vocational education of the several States have been entrusted 
with Federal funds for the promotion of vocational training since 1917. The 
Congress reaffirmed its confidence in these boards to efficiently use these funds 
with the passage of titles II and III of the George-Barden Act. 

The success of the program for the training of the unemployed in Pennsylvania 
indicates that the State boards for vocational education have the know-how and 
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the organization to organize and operate training programs which may be needed 
as the result of the passage of the Area Redevelopment Act. To assign this 
responsibility to agencies other than these boards would result in a duplication 
of organizations and efforts which may lead to confusion and inefficiency. 


Mr. Srence. The next witness is Mr. Whisman, executive director 
of the Regional Planning Commission of Eastern Kentucky. 

We are very glad to have your testimony, Mr. Whisman. I know 
you have been doing fine work to help the people who are sorely pressed 
in eastern Kentucky. 


STATEMENT OF JOHN D. WHISMAN, EXECUTIVE DIRECTOR, EAST- 
ERN KENTUCKY REGIONAL PLANNING COMMISSION, HAZARD, 
KY. 


Mr. Wuisman. Thank you, Chairman Spence. 

I have here a statement by Mr. B. F. Reed, who is chairman of 
the Eastern Kentucky Regional Planning Commission. Mr. Reed 
was required to attend other meetings, where he had held responsi- 
bilities that he could not evade, so I would like to insert his statement, 
which is really introductory to mine, into the record. 

Mr. Srence. Without objection, that may be done. 

(The statement is as follows :) 


STATEMENT OF B. F. Reep, CHAIRMAN, EASTERN KENTUCKY REGIONAL PLANNING 
COMMISSION 


I am representing the people of eastern Kentucky as chairman of the Eastern 
Kentucky Regional Planning Commission, a State agency charged by the Gov- 
ernor of the Commonwealth with formulating a program to solve the economic 
ills and improve the living conditions of the fine people who live in the eastern 
mountainous section of Kentucky. I want to make a few general remarks to 
you, and to introduce Mr. John Whisman, executive director of the eastern 
Kentucky commission, who will present to you in detail a proposal which in 
our opinion is basic to the solution of our problems in eastern Kentucky, and 
in other regions of our country similarly afflicted. 

Our purpose here is twofold. First we want to advocate the passage of the 
Spence bill, H.R. 3505, in the interest of our own and other economically de- 
pressed areas. Secondly, we want to propose for your consideration an addi- 
tion to H.R. 3505, in the form of specific amendments intended to provide the 
special kinds of economic assistance not now provided for, and which we feel 
are prerequisites to any truly effective development program in the kind of 
chronically depressed region of which eastern Kentucky is a part. We have 
reference to what we will refer to as underdeveloped regions, and as a specific 
example we would so designate the southern Appalachian region, in the heart 
of which lies eastern Kentucky. The history of our area has been one of trial 
and trouble. I know that I do not have to document for you the shamefully 
low standard of living which generally prevails in this section of our great 
country. 

We have always known trouble and low standards in this area to some extent. 
And in the face of this fact, I personally have witnessed many aggressive volun- 
teer efforts on the part of our people to improve our own lot. It seems to me 
that none of these efforts have been effective because, no matter how aggressively 
and with what good intentions we have attempted to tackle our problems, we 
always run into those massive economic obstacles which are of such scope and 
magnitude as to be beyond the control of our people. It seems that these big 
basic problems, which are beyond our ability to cope with, are what actually 
limit our ability to improve ourselves—that is to say, until we are able to find 
some way to solve the fundamental problems to which I refer, and which we 
will explain in more detail here, we will be unable to carry out the normal 
kinds of developmental programs which have been successful for many people 
in Many communities around the country. It is my reluctant opinion, based on 
long and frustrating experience, that no Operation Bootstrap is now possible 
in eastern Kentucky, under present conditions. 
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In the framework of our historically depressed area, the catastrophic floods 
which struck our section in January and February 1957 proved to be almost 
a knockout blow. Added to the other ills afflicting our area before and since, 
the last great flood and its aftereffects has pushed eastern Kentucky to the 
edge of disaster. However, although this flood inflicted us $50 million worth 
of damage, cost human lives, and destroyed invaluable personal property, this 
same flood has ironically enough, brought some blessings in disguise along with 
tragedy. For it seemed to awaken many of our people as never before to the 
fact that our situation is so bad that we must do something. Although we 
have been given no substantial reason for new hope, we have taken on new 
determination to solve our own problems if we can. 

Our work on that program has, however, completely convinced us that we 
must ask for additional help from our Federal Government. The Federal Gov- 
ernment alone is able to meet some of the basic problems which stand between 
us and the permanent improvement of our boundary. 

Our people are independent and proud. It is a common reaction among our 
people that they do not want to ask help from anybody. Unfortunately, one indi- 
cation of this fact is that many of our local communities have just recently begun 
to work with the available programs, such as urban renewal and public housing, 
in the year since our commission has begun to encourage and to help them to 
do so. At the time our commission came into being, only two of the cities in east- 
ern Kentucky were working with the Housing and Home Finance Administra- 
tion in local planning assistance programs—this in spite of the great need of all 
of our commuinties for such assistance. Within the first year of our commission's 
activity, however, 14 of the commuinties in eastern Kentucky have qualified 
for such programs in planning and 4 of these communities have active urban 
renewal projects approved and ready to get underway. 

I point this out to indicate that our people are reluctant to ask for help, but 
once that they understand that such help is available in a way which will 
allow them to work for themselves, they accept it eagerly and work at it ag- 
gressively and effectively. 

Our commission is a statutorily based, nonpartisan body, made up of men 
representing all interests in our area—we have a doctor, an educator, a minister, 
professional men, and businessmen. I myself am a businessman, a member 
of the Kentucky Chamber of Commerce, and an advocate, I hope, of good business 
methods. I think most of you realize that good business methods and efficient 
operations are required to conduct the business of a coal mine corporation, one 
of the most highly competitive industries in our country. Therefore I certainly 
feel that we must justify any methods we undertake in carrying on the business 
of administering the governmental services for our people, according to the 
principles of good business practice. I would certainly differ with those, however, 
who would insist on the one hand that prosperous corporation should invest as 
heavily as possible in future development, while insisting on the other hand, that 
Government cannot invest adequately in the future of our national resources, and 
of the future worth of our people, especially at a time when the general levels 
of our national economy are prosperous. 

I certainly believe in maintaining my company’s properties properly, and in 
investing adequately in the kind of tools it takes to do whatever job we must 
do in our business to keep abreast of progress and to keep pace with competi- 
tion. Certainly some of the factors involved in the Spence bill—and in the 
addition which we will propose for that bill—simply do no more than to carry 
out these principles of good business. 

I will admit that sometimes in business we have the opportunity to close up 
shop if a branch of our business is not doing well—we even have the privilege 
of taking the bankruptcy law if our entire business establishment has reached 
a point where it can no longer continue profitably. But just as we have deter- 
mined that in the United States we cannot allow the bankruptcy of our way of 
life, even if we have to invest heavily in such programs as foreign aid, in order 
to support certain branches of the business of human life, which might be un- 
profitable without our help, we certainly must agree that we do not have the 
option of closing up shop in a “branch office’ of our Nation, as represented 
by our underdeveloped regions. 

We must face the fact that in order to meet the difficult problems which face 
us in developing an economy which will support our people in what are now 
the marginal economies of these underdeveloped regions, we will have to invest 
in adequate tools, and in research to design more effective tools in order to 
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produce the results we must have. In this way only, will we be able to bring 
these areas to the point where the people can earn a decent living by their own 
efforts and build their future on their own resources, both human and natural. 
Otherwise, these dismal pockets of our economy are constantly multiplying the 
seeds of bankruptcy of our way of life, and are continuingly increasing the cost 
of the welfare programs necessary to maintain their deprived citizens. 

We bring this matter before you because today it is a problem of vital con- 
sequence to the Nation—and because it is crucial to how our people will live 
tomorrow. 

We have just begun our work through the Eastern Kentucky Regional Plan- 
ning Commission—we are just a year old. I will be pleased to attempt to 
answer any questions that I can. However, in order to conserve your time I 
am going to close my comments at this point and allow you to hear our specific 
proposals. Just 9 months ago our commission hired, as our first executive 
director, a young man who has already served in voluntary civie activity in 
our depressed area. John Whisman was chairman of the Eastern Kentucky 
Development Council—a voluntary citizens’ forerunner of our commission. He 
has been president of the Kentucky Junior Chamber of Commerce and was the 
first national chairman of community development for the United States Junior 
Chamber of Commerce. He has had other experience in civic activity, organized 
community development, and has had responsible executive positions with busi- 
ness organizations. For the past 9 months now, he has concentrated on seeking 
solutions to the problems of our area. I am going to ask John to present more 
information to you and to place our specific proposals before you. 


STATEMENT OF JOHN D. WHISMAN—Resumed 


Mr. Wuisman. Now, Mr. Chairman, the Eastern Kentucky Com- 
mission consists of nine men who serve without pay. They represent 
the various parts of the area, which contains 32 counties. It is one- 
fourth of the land mass of the entire State of Kentucky, and has in it 
one-fifth of the population of the State of Kentucky. 

As Mr. Reed has stated, our purpose here is twofold. First, we 
want to advocate the passage of the Spence bill, H.R. 3505. See- 
ondly, we want to propose for your consideration an addition to H.R. 
3505, in the form of specific amendments intended to provide the 
special kinds of economic assistance not now provided for, and which 
we feel are prerequisites to any truly effective development program 
in the kind of chronically depressed region of which eastern Ken- 
tucky is a part. 

We have reference to what we will refer to as underdeveloped re- 
gions, and as a specific example, we would so designate the southern 
Appalachian region, in the heart of which lies eastern Kentucky. 

I want to reemphasize one other statement made by Mr. Reed, who 
is a businessman, who is director of operations of a large coal corpora- 
tion. The comment is frequently made, in Federal proposals of this 
kind, that they are contrary to good business practices. 

Mr. Reed and several other men who are on this commission are 
businessmen; they have searched their conscience rather thoroughly 
in endorsing the kind of proposal which our commission has devel- 
oped, and he makes this point: 








I certainly believe in maintaining my company’s properties properly, and in 
investing adequately in the kind of tools it takes to do whatever job we must do 
in our business, to keep abreast of progress and to keep pace with competition. 
Certainly, some of the factors involved in the Spence bill, and in the addition 
which we will propose for that bill, simply do no more than carry out these 
principles of good business. I will admit that sometimes in business we have 
the opportunity to close up shop if a branch of our business is not doing well. 
We even have the privilege of taking the bankruptcy law if our entire business 
establishment has reached the point where it can no longer continue profitably. 
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But just as we have determined that in the United States we cannot allow the 
bankruptcy of our way of life, even if we have to invest heavily in such pro- 
grams as foreign aid in order to support certain branches of the business of 
human life, which might be unprofitable without our help, we certainly must 
agree that we do not have the option of closing up shop in a branch office of our 
Nation as represented by our underdeveloped regions. 

Now, Congressman Spence, my statement is rather lengthy, and I 
will proceed as quickly as possible, because I know the gentlemen on 
this committee are extremely busy. I will explain that we have 
made this statement lengthy because it presents a concept that you 
are not now officially considering. I doubt that it is an original con- 
cept, except perhaps in the mechanics that it suggests for carrying it 
out, but I have placed an outline on top of the total statement, and if 
in your time you are intrigued by the suggestion we make, I would 
like you to consider all parts. 

We give here the reasons for our argument and our line of argu- 
ment, and we document statistically some of the points we make. 

Mr. Spence. You may proceed with your statement. 

Mr. Wuisman. Thank you, sir. 

First I want to make two qualifying comments as to our testimony 
here. One is that we are extremely appreciative of the work of this 
committee, and I cannot upgrade too highly the endorsement of the 
Commission for the bill as it now exists. We are in no way critical 
of this bill as it exists. We simply feel that there are provisions 
beyond the bill which we want to ask for and which are necessary in 
our area. 

Having read the record of the intensive investigation which this 
committee has made of the condition of our depressed areas, I recog- 
nize that it would be presumptuous to take much of the committee’s 
time to describe or to document economic conditions in eastern Ken- 
tucky, or of the southern Appalachian region of which eastern 
Kentucky is an integral part. Let me refer, only briefly, then to a 
few descriptive factors of our depressed economy, which will set the 
basis for certain statements and proposals I want to make here. 

Although the Eastern Kentucky Regional Planning Commission 
has actually concerned itself broadly with the general problems of 
depressed areas in the entire eastern part of our State, the commission 
is specifically charged with the responsibility of improving the 
economy of an area consisting of 32 eastern Kentucky counties. 

These 32 counties make up approximately 25 percent of the land 
mass and contain about 20 percent of the population of Kentucky All 
32 of these counties are included in the list of 315 counties, categorized 
by the U.S. Department of Agriculture as the counties in the United 
States having the lowest average personal income, and having the 
lowest index of living standards, 

Although much of this area is rich in coal and gas deposits, and 
although a great portion of the area is covered with timberlands, 
farmland in the area is generally marginal and the economy of the 
entire area, with the exception of Ashland and its environs, is and 
has been in a state of chronic depression for a great many years. 
The area is not underpopulated, having a total population at the 
present time of between 600,000 and 700,000, but it is experiencing 
considerable outmigration, with the population of the entire area 
having reduced from approximately 800,000 in 1950 to 690,000 in 1956. 
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It is known that this population figure was affected during the past 
2 years by the returnees from unemployment areas in the industrial 
North, but it is also known that outmigration is continuing at the same 
time, so that the population adjustment picture at this time is not 
entirely clear, although it most certainly still represents an outmigra- 
tion trend. In spite of all this, however, the average density of popula- 
tion within this area is higher than the average population density 
for the entire State of Kentucky. 

It is apparent to anyone familiar with eastern Kentacky’s problems 
that they are not local in character but are a reflection of conditions 
affecting the entire mid-Appalachian region. Portions of Pennsy]l- 
vania, West Virginia, Tennessee, North Carolina, and Virginia—and 
some other States contiguous to Kentucky are afflicted with socio- 
economic ailments much similar to eastern Kentucky’s. 

Equally apparent is the fact that this region’s troubles result from 
economic forces and changes of a magnitude and profundity far 
beyond the resources of State or local governments to cope with effec- 
tively. Some of the major economic factors involved are: The decline 
of the bituminous coal mining industry; the bypassing of the region 
by the major modern transportation networks, chiefly because of the 
difficulties of the terrain; and the region’s vulnerability to floods. It 
was largely for these reasons that the mid-Appalachian region did not 
significantly participate in or benefit from the almost explosive indus- 
trial growth enjoyed by most of mid-merica since the late thirties. 

If the problems affecting eastern Kentucky are interstate or regional, 
then the solution must also be. And if the State and local govern- 
ments involved cannot solve them alone, then the Federal Government 
must help. 

In other words, we are dealing with a national problem. 

Incidentally, this commission in eastern Kentucky has started on 
our own level first. We are great believers in what the chambers of 
commerce refer to as community development. And I might point 
out that I am the past national chairman of the U.S. Junior Chamber 
of Commerce community development program, annd I am the author 
of a manual on community development which is being used in that 

rogram. 
r This is the kind of thing that starts at the local level and it provides 
for well-organized maximum effort at the local level. 

Secondly, in Kentucky, we are trying to provide for our 1960 legis- 
lature a program which will expand the present efforts at the State 
level being exerted in the interests of eastern Kentucky, and we will 
call for a maximum effort at the State level, using State resources 
in the interests of our area. 

Our purpose here, then, is not to turn entirely to the Federal Gov- 
ernment, but to hope that the Federal Government will find its portion 
of responsibility in this comprehensive program. 

In other words, we are dealing with a national problem, as the Presi- 
dent admitted in 1956 when he said: 


the fate of distressed communities is a matter of national as well as local 
concern. 


This was also recognized by the Senate Committee on Banking on 
Currency, which said in a 1958 report, 


88046—59-——26 
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depressed areas are an expensive burden, one which the United States cannot 
afford to carry—the costs to rehabilitate a depressed area would be more than 
made up by the decreasing expenditures for unemployment insurance relief and 
by an increased tax base resulting from improved economic conditions. 

This is not meant to suggest, however, that the Federal Government 
alone should undertake the rehabilitation of a depressed area. As the 
President said in his 1957 Economic Report, 

In some cases the forces responsible for persistent unemployment are so strong — 
and so varied that they will yield only to comprehensive measures taken jointly 
by private groups, State and local governments, and the Federal Government. 

Against this background, what can the leaders in these distressed 
areas do to bring about a realistic, adequately financed program that 
will lead to a permanent solution of their problems? 

Our commission is working with all the resources at our disposal, 
and with excellent cooperation from State and Federal governmental 
agencies as well as many private organizations of various types, to 
develop and implement a comprehensive answer to this question. We 
recognize that perhaps the word “comprehensive” is an important key 
as to whether our answer will be a successful one. 

We know that we must have aggressive self-help action by the peo- 
ple of our area, working within their own communities, and working 
closely in interaction throughout the region. We know that the Com- 
monwealth of Kentucky must devote special emphasis in all its state- 
wide programs to focus on the solution of certain problems that can- 
not be solved by the individuals and groups at the community level. 

In addition, we feel that, in beginning any development program in 
our area we face certain key problems which are hepenal the scope 
of even the best efforts of our people at the community level, working 
in concert with the State itself. Certain of our problems in eastern 
Kentucky are regionwide in character—that is, common to the 
southern Appalachian region—and for the solution of which a region- 
wide orientation must be developed. The only authority with the re- 
sources to effect programs which are multistate or regionwide in char- 
acter is the Federal Government working through its appropriate 
agencies, 

For these reasons the Eastern Kentucky Commission particularly 
wants to express its appreciation and its congratulations to the men- 
bers of this committee for their long and progressive work in attempt- 
ing to develop original measures to provide solutions to these problems 
with which we are not equipped to cope at this time. 

Although we, unfortunately, must make the point here that many of 
our communities and smaller areas within eastern Kentucky, for 
whom the provisions of H.R. 3505 have been devised, will not be able 
to take advantage of these provisions until further help is forthcoming 
for the relief of certain frustrating regional problems, even so, with- 
out question, the provisions of the Spence bill will be of great value to 
almost all depressed areas within the United States, and will be of 
some immediate and of great potential value, even to the depressed 
areas of our own region. 

While H.R. 3505 sets up several programs that would be of help to. 
many depressed area communities, it would not, in our opinion, lead 
to the economic rehabilitation of eastern Kentucky, nor of depressed 
areas within the mid-Appalachian region generally. The reason for 
this opinion, in generally oversimplified terms, is that this bill seemed 
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to be devised chiefly to assist economically abandoned rather than 
underdeveloped areas. 

In other words, it seems to be aimed toward helping rehabilitate 
communities which once enjoyed prosperity, rather than providing 
realistic assistance to those areas whose needs are more chronic, whose 
troubles are more deeply rooted, and deficiencies are more basic. H.R. 
3505 would not, for instance, make any significant headway toward 
mitigating those all important economic factors affecting eastern 
Kentucky : lack of modern transportation networks, vulnerability to 
floods, and the decline of coal mining. 

As a further illustration, the Spence bill contains many provisions 
to help make communities more attractive to industry: loans for in- 
dustrial projects (industrial buildings and land), for public facilities 
(water works, sewers, etc.), and for access roads, for instance. Our 
experience indicates that these programs would have limited benefits 
to eastern Kentucky in terms of permanently rebuilding the region’s 
economy. We can already provide financing for industry under our 
revenue bond law. As far as the other programs are concerned, 
making a model community of Pikeville—or Prestonsburg, or Whites- 
burg, or Hindman, or any of a dozen eastern Kentucky cities—would 
not induce sound industry to locate there unless we could also offer 
them convenient access to the big eastern and northern areas, reason- 
able Prem from floods, and an adequate, uninterrupted water 
supply. 

iverything sid here in setting forth those eastern Kentucky needs 
which would not be met by provisions of H.R. 3505, would apply to 
most of the mid-Appalachian region. To sum up, what eastern ne 
tucky—and the mid-Appalachian region rel! y—needs is a com- 
prehensive development program wit both community and regional 
orientation, and it should be noted that in order for depressed areas 
within the underdeveloped regions to take advantage of the provisions 
of H.R. 3505, additional provisions will be required to provide for the 
basic needs of the isolated, underdeveloped regions that have been 
bypassed by America’s march toward the greatest industrial civiliza- 
tion and the highest standard of living the world has ever known. 

We are here, then, to think out loud with you, concerning the 
erygeaertd of poem to the excellent measures provided in the Spence 

ill, measures which we think are designed to relieve certain prob- 
lems, which if relieved, would allow us to take equal advantage, or 
more nearly equal advantage, of the effective provisions of H.R. 
3505 with the advantage which can be taken at the outset by the 
depressed areas not lying within an underdeveloped region such as 
our own. 

We will not attempt to fully document the case which we will 
present here for our proposals. We have felt it to be completely es- 
sential, however, within our responsibility, to be certain that we ad- 
vise you within the time of this hearing, that we have certain prob- 
lems which will prevent us from taking proper advantage of those 
provisions which you are attempting to enact in our favor, and 
that this is a situation common to all the depressed areas of the under- 
developed regions; and that we feel that we can propose at least. 
in Y ovveeby terms, solutions to the problems which stand between us 
and our ability to utilize the provisions of H.R. 3505. We will cer- 
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tainly continue to supply you with additional information as we de- 
velop it. Although we have not had time to prepare all the support- 
ing information in regard to the gb ie we are making here, we 
have investigated to the point to where we feel confident that we are 
proposing the best available solution to our highest priority needs. 

In addition to the fact that we will continue to supply you with 
further information concerning our proposals, I would like to ex- 
press the wishes of the commission and of many Kentuckians, and 
officially of the Commonwealth of Kentucky itself, in inviting you to 
conduct committee hearings within eastern Kentucky. We feel that 
there might be no substitute, even in the broad experience of this 
committee, for an on-the-spot visit and brief investigation of condi- 
tions in eastern Kentucky and the southern Appalachian region. 

Should the committee decide to accept our invitation to hold hear- 
ings in our area, the eastern Kentucky commission would be most 
happy to look after making the arrangements for your visit into 
Kentucky. We assure you, by the way, that in all the time of our 
chronic depression, that the one thing which has not worn thin is 
the tradition of real Kentucky hospitality, and we assure you that 
you would feel the warmth of that tradition, should you decide to 
visit with us. 

Although we are here to discuss a long-term solution for a prob- 
lem which has already been of long duration, I should point out that 
we are here on a matter of urgency in the light of the immediate eco- 
nomic situation in our area. Even in an area where a depression has 
become commonplace, we have seen the development of an economic 
crisis in eastern Kentucky during the past winter. 

Our purpose here is not to work for short-change solutions to these 
problems. These we must also consider. At the present time, we have 
the problem such as has been described in Pennsylvania, possibly to 
a much greater extent, in these 32 counties in eastern Kentucky. 
These 32 counties are all lying together, and as a group they are all 
included among the 315 counties Tisted by the Department of Agri- 
culture as being on both of the lists, showing the lowest standard of 
living and the lowest incomes of rural counties in the country. 

With the return of the unemployed workers who had migrated 
from the recession-hit industrial areas of the north; and with the 
increasing unemployment occurring within our region because of the 
crisis occurring in the coal-mining industry as a result of mechaniza- 
tion, marketing problems, and union-management differences which 
have not been resolved, added to the great number of eastern Ken- 
tucky citizens who are subsisting on marginal standards of living 
routinely ; we have experienced a tremendous increase in the number 
of persons who are unable to find gainful piployment or means of 
obtaining livelihoods within the region of their omeland. 

I will not attempt to recite here the statistics related to the degree 
of increasing unemployment, or the severe complications to the prob- 
lem resulting from the exhaustion of all unemployment compensation 
benefits by the vast majority of these unemployed, but will simply 

point out that the situation has reached that point where civic, re- 
ligious, and many other organizations from communities all over the 
State of Kentucky and from many communities outside of Kentucky 
have, all during this winter, been supplying truckloads of food and 
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clothing and that even these generous contributions, coupled with 
extensive official public assistance programs, have not begun to satisfy 
actual needs for food, clothing, and medical care for thousands of 
needy persons. 

As a result of this situation, Governor Chandler has declared a 
state of emergency to exist in 25 counties of this region. It is signifi- 
cant that Governor Underwood of West Virginia has similarly de- 
clared emergency status in a number of counties in West Virginia. 
Certainly an atmosphere of crucial depression exists in varying de- 
grees, throughout the Appalachian South. __ 

As I have pointed out, our mission here is not to discuss short- 
range solutions to the problem of caring for rig persons or for pro- 
viding immediate but temporary employment. I assure you that we 
are looking for the solution of these problems also. However, the 
great need of this immediate situation simply highlights the pressing 
requirement that we devise immediately an adequate and sound long- 
range development program for at least two specific reasons. 

First, it is essential that we lose little time in effecting such a 
program, and that this program be effected within a period of general 
national high economic level. Secondly, it is extremely necessary to 
devise a sound long-range pee now in order to forestall the pos- 
sibility that short-range solutions may be advocated and, in attempts 
to satisfy public demand, these solutions may be confused with sound 
solutions of a long-range nature. 

To provide a better basis for our proposed amendments, I will set 
forth brief discussions, as follows, of three key problems concerning 
basic development of our regional economy: Industrial development, 
flood control and water supply, and highways and transportation 
systems. 

INDUSTRIAL DEVELOPMENT 


In making the contention that certain basic facilities in the eastern 
Kentucky area must be improved before any appreciable volume of 
industrial growth can be expected, it is pertinent, I believe, to cite our 
experience of the last 10 years in trying to interest companies to locate 
plants in this region. 

The Kentucky Department of Economic Development has an excel- 
lent reputation nationwide for the thoroughness and objectivity of the 
many informational services which it provides prospective investors. 
There is also very extensive and effective coordination between this 
agency, other governmental units, the railroads, utility companies, and 
chambers of commerce in developing resource and facilities data and in 
working out the plant location problems of individual companies. 

In addition to these services, several inducements are offered new 
industries. Under State law, municipalities may grant newly located 
industrial companies a 5-year exemption from local property taxes. A 
second device employed in Kentucky to promote industrial growth— 
and this is quite similar to the kind of assistance that would be 
available under one of the provisions of the Spence bill—is industrial 
revenue bonds. Again, as authorized by State law, communities may 
issue revenue bonds to construct or purchase industrial buildings, or 
even to buy equipment, for lease to sound, reputable manufacturing 
companies. We also encourage communities to form local nonprofit 
industrial development corporations for the purpose of assisting in 
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the financing of new plants. Both of these types of plant-financing 
services have been used on a number of occasions. 

In the decade since 1948, Kentucky overall has experienced remark- 
able growth in manufacturing. Including announcements of the past 
year, we can count in the neighborhood of 1,250 new and expanded 
plants, providing new jobs for some 67,000 persons and involving more 
than $2 billion of investment. Some few of these developments may 
have hinged pretty largely on the availability of revenue bonds or 
some other form of community plant financing; but the vast majority 
occurred where and when they did because of basic economic reasons. 

Despite full research and site-finding services and such inducements 
as local tax exemption and revenue-bond financing, we have had a 
glaring lack of success during these 10 years in furthering the indus- 
trial development of the eastern quarter of the State. Virtually all 
of the region’s growth of this period took place in four counties either 
bordering the Ohio River or in the Ashland-Huntington metropolitan 
orbit; this area accounted for about $170 million investment in new 
and expanded facilities and additional employment of 1,400. 

For the same period of time, something less than $10 million were 
spent on manufacturing plants in the remaining 28 counties in eastern 

entucky, and $8 million of this total were contributed by a natural 
fas fractionating plant in Floyd County, which employs 40 persons. 

6 balance of capital outlay—about $1.5 million—was spread among 
70 or so small operations, primarily wood-using industries, which in 
the agerepate have provided cache Atabesae for not more than 2,000 
persons. These are today in this 28-county region of approximately 
570,000 inhabitants not more than 6,500 manufacturing jobs. 


FLOOD CONTROL AND WATER CONTROL 


Floods have been an important factor in making eastern Kentucky 
cities unattractive to industry. Since 1862, some 10 major floods have 
been recorded, the worst in 1957 when property damage was esti- 
mated at $50 million. All eastern Kentucky cities occupy valley 
sites on these streams, their tributaries, or the smaller Licking River. 

The 1957 flood also damaged the region’s economic prospects. 
The flood virtually eliminated from consideration at least 7 of 15 
potential industrial sites and increased the difficulty of attracting new 
plants. Kentucky’s small watershed program is expected to be of 
some help in lowering future flood crests and a flash-flood warning 
system, established through cooperation of the U.S. Weather Bureau 
after the 1957 flood, cut property losses in floods of last year. 

It is hoped that Federal funds will be made available to carry out 
the national flood insurance program authorized by Congress in 1956. 
This type of insurance asthe offer protections to new and established 
businesses in flood-vulnerable areas. Activation of the program would 
speed up adoption of flood-plain planning and adoption of zoning 
ordinances in such areas. } 

The lack of adequate water supplies for municipal and industrial 
use also has been a bar to industrial development. Periods of extreme 
low flow in eastern inners streams are prolonged and frequent. 
At Jackson, streamflow of the North Fork of the Kentucky River 
has dropped to zero. At Barbourville, a Cumberland River gage 
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has recorded a minimum flow of half a cubic foot a second and the 
recording at Paintsville, on the Levisa Fork of the Big Sandy, has 
been as low as 8.4 cubic feet per second. Maximum floodflows at 
these locations, recorded in 1957, were Jackson, 53,500 cubic feet per 
second; Barbourville, 43,000; and Paintsville, 69,700. 

The only Federal improvement for flood protection in the Big 
Sandy River Basin is the Dewey Reservoir on Levisa Fork, com- 
leted in 1951. Three other major flood control projects are eligible 
or selection for construction. They are Fishtrap Reservoir in Ken- 
tucky, now in the initial planning stage, and Pound and Haysi Reser- 
voirs in Virginia, The former is an active project in the preliminary 


' design state and the latter has been deferred for restudy. 


On the Middle Fork of Kentucky River, Buckhorn Reservoir is 
under construction and Booneville Reservoir, on the South Fork, is 
classed as an active authorized project. A cutoff at Jackson, on the 
North Fork, has decreased flood levels there. 

In the Cumberland River area of eastern Kentucky, local protection 
works are under construction at Barbourville, completed at Pineville, 
and others have been completed or authorized at Middlesboro. On the 
Licking River, the Cave Run Reservoir has been proposed and now is 
listed by the Corps of Engineers in the “authorized” category. There 
is no current study of overall flood control needs covering the Licking 
River Basin. 

A flood control and navigation survey covering the Kentucky River 
and its tributaries has been completed by the Louisville district engi- 
neer and forwarded to the division engineer for review. A similar 
study of the Big Sandy River and its tributaries is under review. 
Other surveys of portions of the Cumberland River area in eastern 
Kentucky are in progress. 

It is our hope to see an acceleration of construction of feasible and 
adequate flood-control structures currently contemplated in eastern 
Kentucky and for completion and implementation of flood-control or 
navigation surveys of the four river systems of this region. Comple- 
tion of an adequate system of flood-control structures and local flood- 
protection works also would open up eastern Kentucky to industrial 
development by creating flood-free plant sites and assuring adequate 
supplies of water for industrial and municipal use. 


HIGHWAYS AND TRANSPORTATION 


Largely inadequate transportation facilities present one of the major 
obstacles to promoting the industrialization and economic growth in 
general of the eastern Kentucky area. Since there is no likelihood of 
additional railroad construction, the chief hope for providing better 
access to and from this region rests with securing improvements of 
highways, waterways, and airports. 

he greatest transportation need is a basic network of modern roads 
to link up the communities and resources of the interior of this 11,000- 
square-mile region with major highways i the expanding mar- 
kets and population centers of the Ohio River Valley and the South- 
eastern States. The construction of new interstate highways along 


_ the western edge of the region and across its northern half—which is 


just now beginning—will improve the opportunities for development 
of areas adjacent to these routes. But these superhighways will be 
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of little or no benefit to the large interior portion of eastern Kentucky 
until the principal arteries leading into and out of this section are 
improved or rebuilt to the minimum standards required for high-speed 
travel and the movement of heavy trucks. 

Some idea of the inadequacy of eastern Kentucky’s present highway 
system may be gained from these few facts: Of a total of some 600 
miles of existing routes which would provide the best. connection 
between 14 interior communities and present or planned interhigh- 
ways, few miles are wider than two lanes of substantial width, and all 
except 50 miles have substandard surfaces or an excessive number of 
dangerous or simple and multiple curves. 

On the basis of miles of surface roads per square mile of land area, 
eastern Kentucky has less than half as many miles of surfaced roads in 
rural areas as any State in the Nation except two, Vermont and New 
Hampshire, each of which have about 40 percent more surface mile- 
age. 

At the present time Kentucky is in the midst of the biggest road- 
building program in its history and is participating in the new Fed- 
eral highway program to the maximum extent. A number of proj- 
ects are underway in eastern Kentucky and others are planned, and 
although these represent the largest amount of road ever undertaken 
in the region, they will fall far short of meeting its overall needs. 

In addition to the mileage involved is the factor of often rugged, 
mountainous terrain which makes road construction in this area ex- 
pensive and difficult. Kentucky, however, would be able to make 
more headway in upgrading the region’s highway system if specially 
earmarked matching Federal funds for roads could be made available 
in connection with an overall program to assist underdeveloped areas 
of this kind. 

It is true that the eastern Kentucky region is served by two rail- 
roads, the Louisville & Nashville and the Chesapeake & Ohio. But 
this fact does not compensate for the inadequacy of its road system. 
As any industrial economist will attest—and as the plant location 
experts on the staff of the Kentucky Department of Economic Devel- 
opment know all too well from years of unsuccessful efforts to attract 
industry to eastern Kentucky—a minimum site requirement of almost 
any type of manufacturing operation of any size is access to both good 
rail service and highways. 

Moreover, it cannot even be said that eastern Kentucky as a whole 
is well served by rail. The only through lines cut across the northern 
portion of the region and along its western boundary. The railroads 
were relatively late entering the region itself, and when service lines 
were built they were solely for the purpose of tapping the region’s 
rich coal resources; thus these lines dead end in the area and service 
is necessarily slow, and inefficient in terms of two-way commercial 
needs. 

Further underscoring the area’s need for highway development is 
the fact that no part of 7 of eastern Kentucky’s 32 counties is served 
by rail transportation and 2 others are just barely entered by spur 
tracks. It should be added that a total of five counties, including 
three of those not served by rail, do not have a single mile of Federal- 
aid primary roads. 

Only a small portion of the 32-county eastern Kentucky recion is 
served by a modernized waterway, the Ohio River, which borders the 
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three northernmost counties of the region. It is significant that al- 
most all of the manufacturing development of eastern Kentucky has 
taken place in the area adjacent to the Ohio River. 

Four lesser streams, tributary to the Ohio, flow through the interior 
of eastern Kentucky: the Kentucky, Big Sandy, Cumberland, and 
Licking Rivers. Of these waterways only the Kentucky is presently 
navigable in two eastern Kentucky counties, but carries small tonnage. 

Twenty counties in the region are wholly or partly drained by the 
Kentucky River and its tributary forks and 10 by the Big Sandy and 
its tributaries. The Cumberland drains all or part of eight counties 
in the eastern Kentucky region, and a fourth, the smaller Licking 
River, drains four. 

The Big Sandy navigation project in Kentucky, consisting of five 
dams and small locks, was completed in 1910 and abandoned in 1952. 
The project provided slack-water navigation for about 40 miles into 
eastern Kentucky from the river’s mouth at Catlettsburg on the Ohio 
River. 

The Kentucky River navigation project, consisting of 14 dams and 
small locks, is now classified as “obsolescent” by the Corps of Engi- 
neers. Its upper reaches serve a portion of eastern Kentucky for 
interior coal movements. The river is improved to Beattyville, 259 
miles from the mouth at Carrollton, Ky., on the Ohio River. 

In its “Eastern Kentucky Survey Report,” made in April 1954, the 
U.S. Department of Commerce gave the following reasons for urging 
reexamination by the U.S. Army Corps of Engineers of plans for re- 
development of both the Big Sandy River and Kentucky River: 

The opportunities for industrial growth being opened up by changes in tech- 
nology, especially in the field of coal-based chemicals, together with the sub- 
stantial increase in the use of combination barge-rail facilities in the movement 
of industrial raw materials and bulky products, may well lead to a revised 
comprehensive plan involving improvement of navigation facilities as well as 
flood control. * * * It is worthy to note that, since the surveys were made by 
the Corps of Engineers, benefit-cost procedures have been revised in Federal 
interagency considerations to give special weight to the factor of unemployed 
labor and idle economic resources—a factor especially pertinent in the eastern 
Kentucky area. 

Elsewhere in the report, the Department of Commerce observed that 
industrial development opportunities are limited in eastern Kentucky 
“by reason of lack of development of her water resources for water 
transportation and industrial uses,” and that the area “has basic raw 
materials which can support industries of the type which are seeking 
water for cooling and processing purposes.” 

The Cumberland River does not now provide a navigation outlet 
for eastern Kentucky raw materials and products. Wolf Creek Dam, 
constructed in 1950, impounds a 101-mile body of water—Lake Cum- 
berland—partly in eastern Kentucky but the dam is not equipped with 
a navigation lock or a means of conveying waterborne freight around 
the dam to the river below. 

Canalization of the Big Sandy River and modernization of navi- 
gation facilities on the Kentucky River would materially aid the 
economy of the eastern Kentucky region by providing low-cost barge 
transportation outlets for much of the area’s rich coal and timber 
resources and would stimulate establishment of manufacturing plants 
whose products and raw materials are suitable for movement by water. 
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Final evidence of the backwardness of eastern Kentucky’s trans- 
—— facilities is the area’s almost complete lack of air service. 

he only commercial airports are located at the northeastern and 
southeastern extremities of the region, in Ashland and in London. 
Air strips available for small plane use have been developed at some 
five interior points, but all of these are situated in valleys and are 
frequently inaccessible because of weather conditions. While air 
service cannot be ranked with other forms of transportation as an 
industrial site factor, it is increasing steadily in importance as a 
secondary consideration as more and more companies use the air- 
plane for transporting key personnel and for priority shipments of 
smaller equipment, machinery and other products. It is a matter of 
record with the Kentucky Daven of Economic Development 
that eastern Kentucky’s isolation in this respect has been on several 
occasions that the final factor that kept an industry from locating 
in this region. 


NEED FOR SOLUTION TO KEY REGIONAL DEFICIENCIES 


In eastern Kentucky, roads, flood control, and water supply are 
needed in a far greater comparative sense than is true of such facilities 
in other areas. 

In this area, these facilities are key economic facilities. 

In every attempt to develop other facets of the economy, develop- 
ers run first into the need for these facilities—such need frustrates 
nearly every reasonable development effort in all categories and in a 
general sense. 

Without the prior development of such regional facilities, funds 
spent symptomatically at the local area or community level will 
remain substantially ineffective—and vast welfare funds will add up 
to greater welfare costs to relieve only temporarily a critically worsen- 
ing situation. 

However, in spite of the great need for these facilities in our area, 
all the procedures and related criteria by which the allocation of 
funds for such facilities is determined, work on inverse ratios to 
even the minima] needs of depressed areas. 

And this brings us, gentlemen, to the point we want to make: 
Before we can show development in that we call the underdeveloped 
regions, of which the Appalachian area is one, of which the east 
Texas-southwestern Oklahoma area is one, of which the northern 
Michigan Peninsula and the northern parts of Minnesota and Wis- 
consin would be one, before those regions of our country, which, in 
their whole, have about 5 million population, will react even to the 
very fine program of community development and local area develop- 
ment, which the Spence bill provides for, we must have solution of 
certain regional problems. 

Generally, these problems have to do with water control in some 
way, or with accessibility. Normally, roads take a priority place in 
this system of needs, It is entirely possible that there could be 
other needs in other regions. 


The specific amendments which we suggest and which are attached to | 


the statement, do not mention roads and do not mention flood control. 
They simply ask, first of all, that the Area Redevelopment Adminis- 
tration be charged with defining an underdeveloped region, as such; 
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that they then have the authority to consult with the other agencies 
of the Federal Government who have action programs, such as would 
affect these regions. This would, of course, include the Housing and 
Home Finance Administration, the Bureau of Public Roads, the 
Corps of Engineers, and others. This Area Redevelopment Sey 
could consult with these people in order to develop—and I will not 
say more relaxed criteria—but I will say to develop more applicable 
criteria to allow these existing Federal programs to more properly 
meet the needs of these regions. 

Eastern Kentucky’s plight is similar to that in which the 10-year- 
old boy found himself while trying to build a coaster wagon without 
having sufficient materials. An older brother castigated him for 
being discouraged and said: “If you had an ingenuity you could 
do the job.” The frustrated youngster lashed back with this cogent 
remark: “It ain’t ingenuity I need, it’s wheels.” 

The “wheels” eastern Kentucky must have to get rolling have been 
cited. Ingenuity has been tried time and again but ingenuity alone 
will not do the job. 

In determinations made in establishing priority for location of a 
road, either by the Federal or the State agencies, the existing traffic 
count is certainly a most important factor. Yet the traffic count on 
eastern Kentucky’s roads remains low because the roads themselves 
are not conducive to traffic. 

In the cost-benefit ratio by which the construction feasibility of 
flood control and other dams is determined, and which affects the 
priority of construction of those dam projects which become “ap- 
proved,” the same inverse ratio formula is at work. At the same time 
that comparative dollar construction costs of dams in underdeveloped 
areas are increasing, compared with other areas, the comparatively 
declining economy of these areas reduces the damage value of po- 
tentially flooded areas, thus reducing the dollar benefits demonstrable, 
and rendering less and less favorable the applicable cost-benefit ratio. 

These declining opportunities to get roads and flood control measure 
exist in spite of the fact that the population density of eastern Ken- 
tucky exceeds the average for the entire State. The number of 
American citizens to be served should have a key place along with 
dollar values in determining allocations of Government expenditure. 

If east’ Kentucky, and similar underdeveloped regions must con- 
tinue to compete for funds under Federal programs, under formulas 
now governing allocation of such funds—our area will always be 
“last” and will therefore not be served effectively at all. Present 
public works criteria seem to express in mathematical language the 
eastern Kentucky adage that “them as has, gits,” 

If we were, for instance, to apply to the U.S. Bureau of Public 
Roads for implementation of our basic regional road system in eastern 
Kentucky, we would have virtually no likelihood of success—even 
though our Kentucky Department of Highways is prepared to furnish 
the 50 percent of cost normally supplied by the States in the Federal 
aid program and has developed a plan for such a regional system. 

What is needed is a solution-seeking operation—by both State and 
Federal Governments—oriented originally toward solving the fun- 
damental handicapping problems of our regional economies. 
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Such a program could balance those programs which treat symp- 
toms of our economy categorically—and could influence and supple- 
ment these categorical programs so that they will be more efficient 
and more applicable. 

This procedure would introduce regional “focusing” of applica- 
tion of these programs at the creative point—instead of reliance upon 
the focusing of the programs to special and comprehensive regional 
problems at the administrative level. 

I know that the gentlemen of this committee, or of the Congress 
for the most part, are not among those who suggest seriously that a 
sort of partial abandonment of the area be allowed, or even pro- 
moted in the natural course of affairs, by allowing or even stimulating 
the outmigration trend to proceed unchecked. However, I think that 
our statement here should include just a few comments of the effects 
of this outmigration of our population. Outmigration—or even 
planned resettlement, if such were possible—cannot be an answer to our 
problems. Certainly outmigration is only a further dramatic state- 
ment of our problem. 

Outmigration, of course, is one means of spreading to other parts 
of our country the influence for a lower standard of living which 
unfortunately prevails within our region. The outmigration factor is 
certainly testimony for the fact that our area, and others of its type, isa 
perpetual source of national unemployment. Although the recession 
is continuing to the extent that there is considerable unemployment 
still in such industrial centers of the North as Detroit, it is nevertheless 
true, that if full employment were realized tomorrow in Detroit, for 
instance, that within the time it takes a Greyhound bus to travel from 
eastern Kentucky to Detroit, unemployable persons would begin to 
arrive in Detroit. Certainly the standard of living of the undeveloped 
areas travels with the migratory worker who attempts to find his place 
in the life of the industrial city. 

In looking over statistical tables related to the population trends in 
our areas, we find one or two very significant factors which should be 
reported here. For one thing, the eastern Kentucky area, and the 
Appalachian area in general, shows a population growth in age 
groups up to the age of 18. Asa matter of fact, the indication is that 
there are more births per adult male in eastern Kentucky than is in- 
dicated by any similar ratio in any other part of the country. How- 
ever, in spite of this contribution to population growth, we discover 
a sudden and marked decline from a net increase in population in the 
18-year-old age bracket to a minus population growth figure in the 
20-year-old bracket. Clear implication is that eastern Kentucky is 
producing and educating, although often inadequately, a dispropor- 
tionate share of America’s citizens, who are leaving the eastern Ken- 
tucky area at the very age when they might become productive, and 
when they might exercise the vigorous contributions of youth to the 
needs of the area. 

I have dwelt upon the condition of our chronically depressed area, 
and have talked specifically about eastern Kentucky. I have in addi- 
tion, however, attempted to relate our situation with the general sit- 
uation which prevails in the entire Appalachian southern area. I 
have also indicated that our commission is attempting a vigorous local 
and State program to effect realistic improvements in every category 
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of activity we can influence. I have further stated that we find con- 
stantly in our path, the frustration of the need to meet certain key 
regional problems as highest in priority need in all of our programs, 
and we find that the treatment of these regional problems are beyond 
our scope and ability. With this background, then I want to present 
to you our proposal, in terms of amending H.R. 3505. 
ur proposal may seem at first glance a public works program— 
but it is much more than that. The very limitation and characteristics 
of this program give it an objective quality of much greater scope and 
directive intent than is usually the case of a public works program 
related to employment. Incidental employment provided by this pro- 
gram will be of great value, of course, but the true intent of this pro- 
ram is as follows: first, the creation of certain minimal economic 
acilities to render our underdeveloped region operable and to equate 
certain basic and aamitqaoetion bios frustrating blocks to normal 
economic and commercial functions in our area; secondly, to make 
our area, not necessarily competitive with other areas of the country, 
but at least to become able to develop self-sustenance in terms of 
making it possible for our citizens to derive at least a reasonably fair 
standard of living from gainful employment within the economy of 
our area; thirdly, to allow for the citizens of our area, reasonable ac- 
cess and intercourse with the areas of the rest of the Nation, in order 
that our people might participate in the expanding and improving 
progress and prosperity which is being enjoyed in our country. 

Our proposed amendments are attached to this statement. Briefly, 
these amendments are designed to add provisions to H.R. 3505 to 
effect the following: 

1. Immediate establishment of definition of “underdeveloped 
regions.” 

2. Compilation of economic indices for establishment of broad basic 
reference levels of need of various areas included. (Use indices now 
established, by Departments of Agriculture and Commerce, for begin- 
ning administration of program. Develop more applicable indices 
if warranted.) 

3. Determination of broad types of projects which would be desig- 
nated as— 

(a) Being basic to establishment to those facilities required 
in the area to allow minimal satisfaction of functional needs 
essential to operation of the regional economy. 

(6) Beyond the scope of local or State authority to effect— 
or to such whole or partial degree as would be Seansisizebly 
beyond the local or State capability. (Per above indices.) 

4. Encourage or promotion of the establishment of regional com- 
missions within each affected State and among the related States, to 
aid in and review the development of proper planning for project 
action; to assist in obtaining public and other support and under- 
standing for program; and to obtain maximum coordination of local 
State, and Federal participation in the projects specifically involved 
as well as in related programs of action. 
of Somprehsnsive fectors which: Chowk eh i gee eetnment 

I ect policies of action in 
such regions. 
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We take the point of view that generally these are arrived at in 
the concept of the national solutions, and regional problems are not 
given sufficient consideration. 

For instance—extreme importance of location of through high- 
ways in juncture with mountain communities with regard for fact 
that the highway location may represent the exclusive opportunity 
to provide access at a given community for housing or factory sites, 
etc.—and that, in consideration of effect upon regional economy, such 
considerations may override normal traffic routing considerations. 

6. Administration of an underdeveloped region supplemental aid 
fund, made up of fund for grants. 

(a) Grants from the depressed area supplemental aid fund 
would be made to the Federal agency involved, when an applica- 
tion by a State or States or political subdivisions was pendin 
for utilization of any active Federal program in which Federa 
moneys were matched with local moneys, or Federal moneys were 
used exclusively; and it was determined that either normal funds 
of the agency would not cover the cost of the project involved 
or when the formula, by which feasibility of a given Federal 
project is established, cannot show such economic feasibility be- 
cause of specific factors which are themselves the direct outgrowth 
of depressed economy of the area. (An example of the former 
at be that of public roads, where the depressed area agency 
might make a grant to the Bureau of Public Roads as a supple- 
ment to increase the 50-percent. Federal aid normally sup Tied 
in the building of Federal-aid highways. An example of the 
latter would be where the depressed area agency thight grant a 
percentage of the cost of a flood-control dam in order to offset 
the portion of the cost of the dam not indicated as being economi- 
cally feasible in relation to the economic appraisal of damage 
by floods in the area.) 

(b) The agency would grant moneys from the supplemental 
fund, only toward the development of those project actions which 
could not be made possible through normal funds related to 
existing programs. 

(c) Grants would be made from the fund only to apply to 
the creation of those facilities which would stimulate the overall 
regional economy, with priority preference given to those which 
would have on, Bhidg influence on the regional economy. 

(2) Moneys from the fund would pt only to the develop- 
ment of facilities affecting minimal solution of needs involved 
in bringing the economy of the depressed area to a point of 
self-subsistence. In the example of roads, for instance, moneys 
from this fund would not apply to local road or street develop- 
ment in communities—leaving the normal programs of Housin 
and Home Finance Agency and Bureau of Public Roads an 
others to apply to these local facilities—but would apply only to 
regional road systems to serye the commerce of the region, or 
those types of localized road systems necessary to the develop- 


ment of facilities (such as dams or factory sites or housing sites) | 


related to regional problems, and required to meet minimal needs 
of operation of economic functions within the region. 
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7. Conduct of initial and continuing comprehensive study of under- 
developed areas to develop applicable and effective programs to treat 
problems of these areas in ways not now provided for in existin 
programs or not effectively dealt with in current administration o 
such programs; and recommendations of legislative or executive action 
to implement the programs formulated from the study. 

8. Furtherance of implementation of such projects as are designated 
broadly in paragraph (8-B) by recommending more liberal—or, cor- 
rectly, more applicable—economic and engineering feasibility criteria 
than are now used by action agencies in allocating funds for projects 
in such areas—and more extensive use of the supplemental air fund 
in some cases to effect this purpose. 

9. Note: The foregoing provisions pertain exclusively to the ad- 
ministration of the program for the underdeveloped regions. In 
addition to these special provisions, the provisions already contem- 
plated in the Spence bill should be applied, wherever they could be 
made applicable in underdeveloped areas—and especially wherever 
they might become applicable because of the effects of the foregoing 
“special aid” provisions. 

We recognize the historic low position of mountain regions in the 
comparative economic level as compared to other regions—and the 
position taken by some, but inacceptable to us, that nothing can be 
done to alter this comparative position. However, this ratio of far- 
below-standard levels of living for undeveloped regions today is in 
stark and tragic proportion to the general high levels enjoyed in the 
rest of the country in our modern and prosperous economy. 

The situation is worsening, not improving—the stage of crisis has 
been reached in eastern Kentucky and some other areas, and a total 
depression has descended upon a majority of the southern Appa- 
lachian region. 

However, the purpose of the proposals we are making here are not 
to achieve immediate full prosperity for this region, but simply to 
remove certain basic and dishearteningly effective impediments which 
now frustrate at the outset even the best efforts of local people and 
agencies to build the opportunity for even standards of living, even 
in the economic terms of this area. 

We need this equalization treatment, in effect (through supple- 
mentary aid) not to favor a few areas, but to allow these unfavored 
areas to achieve a position from which they can contribute to the 
national economy, instead of continuing to decline in their ability to 
contribute, while IP aa, a dangerously increasing cost (in wel- 
fare programs) to the Nation and a standing source of blight spread 
through outmigrating and economic dependence. 

We are not asking for giveaways in these special areas. Flood 
control dams, highways, conservation projects such as tree planting, 
and so forth; these all represent current Federal programs, deter- 
mined by national policy as proper uses of Federal money. ‘These 
projects are all underway, even in the underdeveloped regions, to 
some extent. We are simply asking that, where these projects as the 
may be proposed, qualify in addition as key regional economic facili- 
ties of great priority need, that their construction be accelerated from 
funds earmarked to meet such regional economic development needs. 
We point out that present policy, which requires underdeveloped 
regions to compete with other regions for these facilities, entirely 
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on the narrow justification factors now applied and related only to 
the normal implications and uses of the facilities, will, in effect, render 
these underdeveloped regions permanently unable—and in fact less 
and less able—to secure even minimal satisfaction of the pressing 
needs for such facilities. 

Paired against this, as a national problem, is the rapidly rising 
and excessive proportion of the total national welfare expenditures 
being poured into these areas, and the failure of these areas to con- 
tribute to national productive processes, so long as the effective eco- 
nomic development of the regions is blocked by the basic need for 
these facilities. 

In the early thirties, finding ourselves with a national depression, 
we borrowed against our future national prosperity. Surely it is an 
even more sound policy, faced with serious localized depressions, to 
invest against the credit of today’s prosperous national economy. If 
we can agree on this policy, then we have but to apply ourselves to 
the creation of the most effective use of our national credit in solving 
this, one of the Nation’s serious problems. 

At the present time we are seeing the beginning of the largest public 
facility development programs in the world’s history—I refer to the 
Interstate Ticheein ystem, the urban renewal program, the public 
housing program, the potential airport building program, and to the 
other vast building programs which could be cited. Through our 
committments to these extensive—and, we think, wise—programs, 
we are freezing, in a sense, the nature of much of the development ac- 
tivities to which a great proportion of our national resources will be 
devoted for many years. Without making here the supporting argu- 
ment, which I think is evident, I submit to you that almost the en- 
tire influence and effect of these programs is directed toward by- 
passing of the underdeveloped regions. It is obvious also that these 
regions cannot expect to compete, adequately, in these programs. I 
would suggest that, we must meet the vital and minimal pressing 
needs of that 5 percent of the population who reside in such regions, 
by providing a rationale and the effective procedures whereby these 
regions can receive at least a modest place in the economic expansion 
picture of our Nation. 

Attached to the statement, Mr. Chairman, there are two series of 
amendments. Series 1 includes a section on section 8, which would 
call for the $200 million we set out in order to give you a study basis. 
Series 1 does call for the supplemental aid fund. 

Series 2 does not call for such a fund, and I will simply point out 
here that we are extremely hopeful, we recognize that calling for an 
additional expenditure of Federal funds such as this, under what 
would amount to new policies, calls for study and consideration. We 
ask for that. 

But to guarantee that our problem will have its place among the 
problems receiving official attention, I particularly urge that you 
gentlemen consider the addition of that part, of these portions of the 
amendment, which would add, simply, that the Area Redevelopment 
Administration would be charged with designating underdeveloped 
regions as such, and with creating criteria and development programs 
to solve the problems of these specific regions. 
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(The suggested amendments referred to are as follows:) 


EasTerN KENTUCKY REGIONAL PLANNING COMMISSION SUGGESTED AMENDMENTS 
TO H.R. 3505 anp 8. 722 


(Nore.—Each of the following sections are suggested as drafts of amendments 
to be added to the bills, no deletions are proposed. The following sections have 
been assigned section numbers to show their place within the bill. Wherever 
such section might be added, it is not intended to replace existing sections, but 
the existing section and sections following would have their numerical designation 
increased to accommodate the addition. ) 


Series I 


Sec. 5. (c) The Administrator shall also delineate and designate as an “under- 
developed region” any region within the United States which by his determina- 
tion encompasses within its confines contiguous territory all of which has been 
designated as either an “industrial redevelopment area,” or a “rural redevelop- 
ment area,’ and which by the criteria prescribed herein evidences characteristics 
of underdevelopment as a condition common to the entire region. In making the 
designations under this subsection, the Administrator shall consider, among 
other relevant factors, characteristics peculiar to the region which serve to 
permanently impede its economic development, such as a marked degree of 
inaccessibility arising out of difficulties of terrain combined with inadequate 
highways or other transportation systems; severe and persistent deficiencies in 
personal income-producing economic assets, such as arable land, mineral or other 
natural resources, manufacturing or commercial development, in reasonable pro- 
portion to the population and employment needs of the region; an inadequate 
supply of water for industrial or commercial use; chronic susceptibility to such 
natural hazards as flood or droughts; or a combination of such factors. 

Sec. 4. (b) The Administrator shall appoint a National Public Advisory Com- 
mittee on Area Redevelopment which shall consist of twenty-five members and 
shall be composed of representatives of labor, management, agriculture, and the 
public in general. From the members appointed to such Committee the Admin- 
istrator shall designate a Chairman. Such Committee, or any duly established 
subcommittee thereof, shall from time to time make recommendations to the 
Administrator relative to the carrying out of his duties under this Act: Provided, 
That one subcommittee shall be duly established by the Committee, to be entitled 
the “Subcommittee on Underdeveloped Regions.” 


GRANTS FOR PUBLIC FACILITIES IN UNDERDEVELOPED REGIONS 


Sec. 8. (a) The Administrator may conduct studies of needs in the various 
underdeveloped regions throughout the United States for, and the probable cost 
of, land acquisition or development for public facility usage, and the construction, 
rehabilitation, alteration, expansion, or improvement of useful public facilities 
within such areas, and may receive proposals from any State, or political sub- 
division thereof, Indian tribe, or private or public organization or association 
representing any redevelopment area, or part thereof, relating to land acquisi- 
tion or development for public facility usage, and the construction, rehabilita- 
tion, alteration, expansion, or improvement of public facilities within any such 
area. Any such proposal shall contain plans showing the project proposed to be 
undertaken, the cost thereof, and the contributions proposed to be made to such 
cost by the entity making the proposal. The Administrator, in consultation with 
such entity, is authorized to modify all or any part of such proposal. 

(b) The Administrator, pursuant to a proposal received by him under this 
section, may make grants to any agency of the Federal Government to supple- 
ment existing funds of the agency in order to allow the agency to extend its 
normal program to include projects in undeveloped regions for land acquisition 
or development for public facility usage, and the construction, rehabilitation, 
alteration, expansion, or improvement of public facilities if he finds that— 

(1) the project for which financial assistance is sought will tend to im- 
prove the opportunities in such region for the successful establishment or 
expansion of industrial or commercial plants or facilities, or will effectively 
provide a facility, the lack of which is significantly and severely impeding 
reasonable economic development within an underdeveloped region. 
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(2) the State or States or political subdivision thereof within which the 
facility is to be constructed has indicated in the manner prescribed by law 
that it or they possess the intent and ability to contribute to the cost of the 
project if required in accordance with the normal cost sharing or other 
procedures which would apply in the normal administrating of the pro- 
gram of that Federal agency within whose program the construction of the 
facility would be a proper project. 

(3) the project for which a grant is requested will fulfill a pressing need 
of the region or part thereof, in which it is, or will be, located; will meet 
an integral portion of the regional need for such an economic facility as it 
involved; will effectively advance the economic development of the region, 
and there is little probability that such project can be undertaken without the 
assistance of a grant under this section. The amount of any grant under 
this section for any such project shall not exceed the difference between the 
funds which can be practically obtained from other soures for such project, 
and the amount which is necessary to insure the completion thereof. 

(c) The Administrator shall by regulation provide for the supervision of proj- 
ects for which grants are made under this section so as to insure that Federal 
funds are properly utilized. 

(d) There is hereby authorized an appropriation not to exceed $200,000,000 for 
the purpose of making grants under this section, and funds to be established 
for this purpose shall be referred to as “the supplemental aid fund for domestic 
underdeveloped regions”. 

Sec. 5. (f) As used in this Act, the term “underdeveloped region” refers to any 
region within the United States which has been designated by the Administrator 
as an underdeveloped region and may include several counties or municipalities 
and the whole or parts of any of several States. 

Sec. 11. In carrying out his duties under this Act, the Administrator is au- 
thorized to provide technical assistance to areas which he has designated as 
redevelopment areas under this Act. Such assistance shall include studies 
evaluating the needs of, and developing potentialities for, economic growth 
of such areas. Such assistance shall include a specific study evaluating the 
needs of any developing potentialities for, economic development of under- 
developed regions, and concluding with recommendations for the formulation 
of the most effective comprehensive development techniques and programs 
necessary for the permanent economic rehabilitation of such regions. Such 
assistance may be provided by the Administrator through members of his staff 
or through the employment of private individuals, partnerships, firms, cor- 
porations, or suitable institutions, under contracts entered into for such pur- 
pose. Appropriations are hereby authorized for the purposes of this section 
in an amount not to exceed $5,500,000 annually, and $1,000,000 of this fund 
shall be reserved to provide technical assistance for and to carry out the specific 
study of underdeveloped regions. 

Sec. 12 (4) Consult directly with any executive department, bureau, agency, 
board, commission, office, independent establishment or instrumentality with 
reference to the adjustment of current criteria or the formulation of special 
criteria to apply to establishment of feasibility, cost-benefit ratios or other such 
factors affecting the justification of proposed projects within the affected pro- 
gram when such proposed projects are to be located within redevelopment 
areas or underdeveloped regions, toward the end that such criteria may more 
adequately take into account the special characteristics, needs or potentials of 
such areas as established by the area redevelopment administration. 


Series IT 


Sec. 5. (c) The Administrator shall also delineate and designate as an “under- 
developed region” any region within the United States which by his determina- 
tion encompasses within its confines contiguous territory all of which has 
been designated as either an “industrial redevelopment area” or a “rural 
redevelopment. area,” and which by the criteria prescribed herein evidences 
characteristics of underdevelopment as a condition common to the entire region. 
In making the designations under this subsection, the Administrator shall con- 
sider, among other relevant factors, characteristics peculiar to the region which 
serve to permanently impede its economic development, such as a marked degree 
of inaccessibility arising out of difficulties of terrain combined with inadequate 
highways or other transportation system; severe and persistent deficiencies 
in personal income-producing economic assets, such as arable land, mineral 
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or other natural resources, manufacturing or commercial development, in rea- 
sonable proportion to the population and employment needs of the region; an 
inadequate supply of water for industrial or commercial use; chronic suscepti- 
bility to such natural hazards as flood or droughts; or a combination of such 
factors. 

Seo. 7. (d) Of the total funds authorized to be raised under section 9 of 
this Act, and to be deposited for the purpose of making loans under this section, 
at least 10 per centum shall be reserved for use within such underdeveloped 
regions as are designated by the Administrator. 

Sec. 8. (c) Of the total funds appropriated for the purpose of making grants 
under this section, at least 50 per centum shall be reserved for use within such 
underdeveloped regions as are designated by the Administrator. 

Sec. 4. (b) The Administrator shall appoint a National Public Advisory Com- 
mittee on Area Redevelopment which shall consist of twenty-five members and 
shall be composed of representatives of labor, management, agriculture, and 
the public in general. From the members appointed to such Committee the 
Administrator shall designate a Chairman. Such Committee, or any duly 
established subcommittee thereof, shall from time to time make recommendations 
to the Administrator relative to the carrying out of his duties under this Act: 
Provided, That one subcommittee shall be duly established by the Committee, 
to be entitled the “Subcommittee on Underdeveloped Regions.” 

Sec. 5. (f) As used in this Act, the term “underdeveloped region” refers to 
any region within the United States which has been designated by the Admin- 
istrator as an underdeveloped region and may include several counties or 
municipalities and the whole or parts of any of several States. 

Sec. 7. (a) (1) the project for which financial assistance is sought will 
provide more than a temporary alleviation of unemployment or underemployment 
in the redevelopment area wherein such project is, or will be, located, or will 
tend to improve the opportunities in such area for the successful establishment 
or expansion of industrial or commercial plants or facilities. 

Sec. 8. (b)(1) the project for which financial assistance is sought will pro- 
vide more than a temporary alleviation of unemployment or underemployment 
in the redevelopment area wherein such project is, or will be, located, or will 
tend to improve the opportunities in such area for the successful establishment 
or expansion of industrial or commercial plants or facilities, or will effectively 
provide a facility the lack of which is significantly and severely delimiting rea- 
sonable economic development within an underdeveloped region. 

Sec. 11. In carrying out his duties under this Act, the Administrator is author- 
ized to provide technical assistance to areas which he has designated as re- 
development areas under this Act. Such assistance shall include studies evaluat- 
ing the needs of, and developing potentialities for, economic growth of such 
areas. Such assistance shall include a specific study evaluating the needs of 
and developing potentialities for, economic development of underdeveloped re- 
gions, and concluding. with recommendations for the formulation of the most 
effective comprehensive development techniques and programs necessary for 
the permanent economic rehabilitation of such regions. Such assistance may 
be provided by the Administrator through members of his staff or through the 
employment of private individuals, partnerships, firms, corporations, or suitable 
institutions, under contracts entered into for such purpose. Appropriations are 
hereby authorized for the purposes of this section in an amount not to exceed 
$5,500,000 annually, and $1,000,000 of this fund shall be reserved to provide, 
technical assistance for and to carry out the specific study of underdeveloped 
regions. 

Szo. 12. (4) Consult directly with any executive department, bureau, agency, 
board, commission, office, independent establishment, or instrumentality with 
reference to the adjustment of current criteria or the formulation of special 
criteria to apply to establishment of feasibility, cost-benefit ratios or other such 
factors affecting the justification of proposed projects within the affected pro- 
gram when such proposed projects are to be located within redevelopment areas 
or underdeveloped regions, toward the end that such criteria may more ade- 
quately take into account the special characteristics, needs or potentials of 
such areas as established by the area redevelopment administration. 

Section 12(4) is new; advance each next number in section 12 by 1. 


Mr. Spence. We are very glad to have your statement, Mr. Whis- 
man. I agree with you that the eastern portion of Kentucky needs 
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roads, flood control, and water resources. The undeveloped area is a 
specific thing to the Government. As I understand it now, the people 
in eastern Kentucky are being fed by public charity, and as condi- 
tions continue, that is going to get worse and worse; isn’t that so? 

Mr. Wnisman. That is true, sir. In a number of these 32 counties, 
a good half of the population is receiving surplus foods, such as are 
available to them, and at the present time in Kentucky, and in all the 
States around Kentucky, the churches, the organized groups of 
churches, the civic clubs, the junior chambers of commerce, the Ki- 
wanis, American Legion, all of these groups are contributing truck- 
loads of food, and money, which is going into Harlan County. And, 
of course, Harlan County has just entered a period of labor dispute, 
which is a byproduct of the difficulties of the coal operators in this 
particular area to meet the same conditions imposed upon them na- 
tionally by labor, and their difficulty in meeting these same condi- 
tions is that they have special other problems with regard to trans- 
porting their coal out and mechanizing thin seams of coal. 

Mr. Spence. That is a one-industry area. 

Mr. Wuisman. That is right. 

Mr. Spence. There are no other opportunities for employment ex- 
cept in the mines? 

r. WuismMan. That is true. 

Mr. Spence. When the mines are shut down, the men are absolutely 
out of work, without any hope of work elsewhere: isn’t that true? 

Mr. Wuisman. That is true; yes, sir. 

Mr. Spence. Certainly, it would be less costly to attempt to remedy 
the situation than to let it continue, it seems to me. 

Are there any questions? 

Mr. Mitier. I have a question, Mr. Chairman. 

Mr. Spence. Mr. Miller. 

Mr. Miuier. You spoke of the crisis which existed last winter; to 
make it plain for the record, does this mean that the need for this 
degislataon: is more urgent than it was last year, which was a recession 

ear ¢ 
* Mr. Waisman. It definitely does; yes, sir. Unemployed people are 
increasing much more rapidly in our section—I will not testify as to 
other sections—than the national indication would be. 

Mr. Miutrr. I can sympathize a great deal with the position which 
you have taken here with regard to underdeveloped areas, because I 
represent a i enoyouragy district which has precisely the kind of area 

ou describe, where we can’t get the benefits of harbor development 
use we don’t have the people, and we can’t get the people because 
we don’t have the roads and Solar development. Do I understand 
that this is a new departure, which you are calling for, to emphasize 
expansion rather than the restoration of depressed areas? Is that 
rough it? 
r. WuisMANn. I am not sure that I understand, I will answer it 
this way—— 

Mr. Mixer. You are calling for an expansion, are you not, of fa- 
cilities, rather than in resuscitating something that already exists, or 
a situation that already exists? 

Mr. Wuisman. That is pretty well true; yes, sir. It is original 
in this sense: We are calling for the development of certain key facili- 
ties within these regions, which would previously be authorized as 
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projects that would be related to a master economic plan. Under 
present procedures, roads have some relation to the total economy. 

Mr. Mitier. I just wondered whether you felt that that was a suit- 
able consideration for this particular piece of legislation and for this 
subcommittee at the present time. 

Mr. Wuisman. Yes, sir; I feel that it is, because I believe that this 
Area Redevelopment Administration, which your bill would establish, 
would be the suitable Administration to conduct the further study 
which would certainly establish the need for these kinds of projects, 
and then only the Redevelopment Administration, which is concen- 
trating on the broad economic problem of this region, only they would 
be qualified to ascribe funds to accelerate programs, because of their 
relation to the economic picture. 

Mr. Mitter. Well, I understand that; but of course, in the county 
which I represent in California, there is an unemployment problem 
of around 9 percent. We felt the way to expand that economy was 
to go through the Sabrina Committee to get a greater appro- 
priation for the harbor. This is a new approach. 

Mr. WuismMANn. We think it is, yes, sir; and I am glad that you 
have asked the question, which I think reveals, let me call it, our 
strategy. We in Kentucky, a couple of years ago, passed a $100 
million bond issue for highways. This is a part of the subject which 
was gone into this morning about whether the States are making the 
maximum effort. 

Of course, in order to sell the bonds, this bond issue had to be re- 
lated to the Federal highway program, and the one limitation on this 
bond issue is that it must be spent on Federal-aid highways. That, 
of course, would include the Interstate System where it passes through 
Kentucky, and where our money only forms 10 percent of the total 
cost. It also must be applied to the regular Federal-aid program, 
which is a matching funds program, 50 percent. 

Now, at this moment we have had our highway department design 
those minimal roads which would provide access through the center 
of our region, which is at present, really, in commercial terms, in- 
accessible. We held a meeting recently, at which we had present the 
district engineer, from Chicago, of the Bureau of Public Roads. We 
had present the regional director of the Housing and Home Finance 
Administration. We had the regional director of the Small Business 
Administration, the regional director of the Federal Housing Ad- 
ministration, our commission of State highways, and a number of 
other people. 

Now, we brought these people all together and we proved that we 
had, in a particular community, this situation: HHFA had already 
approved a public housing project. They couldn’t have industry 
or anything else until they could have housing. The reason they 
couldn’t get the money was they had no site which was served by a 
road. All of the available land served by roads has been used up. 

In addition, the roads that do serve the area are, of course, extremely 
inadequate. 

Now, with that group together, we asked the question: Now, Mr. 
Bureau of Public Roads, and Mr. State Highway Commissioner, sit- 
ting here together, you have passed the buck back and forth, and 
now you are around the table. What do we ever—not in the next 10 
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or 20 years—but who do we do in the next hundred years to get this 
road into our area? We can’t outmigrate our entire population, many 
of them are going to live here. What are we going to do? 

And other than sympathy, they had no answer. 

Mr. Miter. That brings me to the practical point: How do you 
universalize this problem for Congress? Have you any way in which 
this problem can be made meaningful for the vast number of Con- | 
gressmen who must vote on this proposal, to enlist their support? 

Mr. Wuisman. Yes, sir; I think so. I think the basis of your solu- 
tion is embodied in the one that we are trying to present. Really, in 
a sentence, what we are saying is that Federal funds for public facili- 
ties should be related more directly to the overall economy, and that 
this economy should be studied on a local, regional, and national basis; 
and of course, many of these regions cross State lines. 

Now, cree: I indicated that our amendments do not mention 
roads or dams. In your case you mentioned harbor facilities. Obvi- 
ously, the economic needs of many areas of the country call for the 
eM et Feree of facilities that will never be improved if the criteria 
related, the narrow criteria related, to those facilities continue to be 
applied. We have to have a comprehensive look at the economy. 

I don’t know whether this area would take care of your county. We 
are talking about a certain type of region. But if we can establish 
the principles of operating on economic regions, then you have the 
same principles to ask for on other definitions which would treat your 
region’s economy adequately. 

Mr. Mruer. One thing I was struck by in your testimony was the 
absence of reference to rural distress, and of course, I understand 


from my reading that rural distress is highly centralized in certain 

areas. The bill, of course, provides for rural redevelopment areas. E 
Do you see that as useful, from your experience in eastern Kentucky, 1 
as affording some useful means of coping with this problem ? 

Mr. Wuisman. Well, sir, in my opinion, the $100 million allocated 
for loans for rural redevelopment areas, and that portion of the $75 I 
million in grants which would go, according to the decision of the t 
administration, to rural development areas, the use of that would be 
extremely limited, that is the only way I can put it, in eastern Ken- P 
tucky, because it is related to industrial expansion. We have things . 
between us and that. | 

Mr. Miter. Then how do you feel we should attack the problem f 
of rural distress, which is very, very acute? Am I correct in sup- 
posing this is the case in eastern Kentucky ? 

Mr. Wuisman. Extremely so. It is more acute, of course, than g 
employment factors indicate, because of, as you have very wisely in- , 
cluded provision for, underemployment. In eastern Kentucky offi- | 8 
cials are prone often to classify farms as commercial and noncom- a 
mercial, and then they take the noncommercial farm and that must 
be one where a fellow is earning his money some place else because _—j;, 
he certainly isn’t earning it there. The truth of the matter is, what- la 
ever he earns there, if it is $200 a year, that is his entire monetary rm 
income, and we have many, many people, beyond the measurable K 
statistics, in eastern Kentucky, whose incomes are virtually non-| 4, 


existent, and they don’t show up properly in the statistics because de 
they are not registered in the kind of employment programs that we 4p, 
are thinking about. 
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I must say I don’t have an answer. I think this would attack the 
rural problem more directly, but I don’t know about the rural prob- 
Jem nationally. 

Mr. Mitter. Thank you, Mr. Chairman. 

Mr. Spence. Mr. Johnson. 

Mr. Jounson. I simply want to congratulate you for making an 
excellent statement. Do you suppose we could get the junior chamber 
of commerce to support the position you are taking here? 

Mr. Wuisman. I believe I could, sir. 

Mr. Jounson. It would be helpful for the record if you could. 

Mr. Vanix. Mr. Chairman, I just want to say this to the gentle- 
man: I hope that sometime in your comparison studies you compare 
the State of Kentucky with a country like Czechoslovakia, which is 
behind the Iron Curtain, of course, and one of the most prosperous 
segments of the satellite world. As a slave state today, I think it is 
supporting almost five times the population. As a free nation, its 
prosperity was the envy of all Europe. It just seems to me the geog- 
raphy, and industrial problems, are almost identical. I was wonder- 
ing if you could make that kind of a comparison and see how the 
problems compare and how five times the Femeontt is supported in 
another part of the world under almost identical geography and 
resource conditions. 

Mr. Waisman. I would like to respond to your statement: I appre- 
ciate the suggestion. Many, many things I have left out that we have 
considered in our work, and I use the word “comprehensive” to indi- 
cate that we are trying to hit all bases. 

Along that particular line, I have had several talks with some peo- 
ple in the International Cooperation Administration, and I have 
said that I am much in favor of foreign aid. I see the need for it. 
However, it seems to me that there are some people who have had 
money to use, in redevelopment programs, and I realize that foreign 
political factors are sometimes the criteria involved, but I have asked 
them if their people might prepare for us the type of things that 
they have learned from using funds in these foreign redevelopment 
programs to assist us. 

Mr. Vantx. I want to point out to the gentlemen that our chair- 
man, being from Kentucky, has always kept us very much alert and 
on our toes concerning the needs of his home State. As a matter of 
fact, it is one of the matters of great emphasis before this committee. 

Mr. Spence. That is a characteristic of all the Members of Con- 
gress, I have discovered. They take care of their own people. 

Mr. Wuisman. We are very proud of Congressman Spence. I 
guess I need not say that. 

Mr. Spence. I think Kentucky has been referred to as an agri- 
cultural area. It is not an agricultural area. It is an industrial area. 

Mr. WuismMAn. Yes, we are rather rich in resources. We are rich 
in timber, minerals, oils, and gas. We have just discovered a very 
large deposit of extremely pure silica, and as a result, a glass company 
is going to locate several Sooaind miles from Kentucky, but not in 
Kentucky, and employ 2,000 people. We are an unusual area, and 
one thing I should point out is that we are not underpopulated. The 
nag of population in our area equals that average for the rest of 
the State. 
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Mr. Mixer. Isn’t this part of the general problem of some areas 
rich in natural resources? 

Mr. Wuisman. I think so. 

Mr. Srence. If there are no further questions, we thank you very 
much, Mr. Whisman, for giving us the benefit of your studies and 
your knowledge on this subject. I think you are doing splendid work 
for the people of Kentucky. I trust that your hopes will be realized, 
that we can get these people back to work, which will be a great thing 
for them and a great thing for the Nation. Any depressed area in 
our country is a source of peril to the people and to the country as 
a whole, and I think vesuiiea should be done to attempt to restore 
former prosperity to these areas. I know it is a difficult job in Ken- 
tucky, because we are the victims of technological advancement in 
machinery, but there must be some way out. 

It is a great problem of the future, and we must start to study now 
in order that we may be able not only to meet the conditions that 
prevail now, but to keep the conditions from getting worse as time 
goes on. 

I want to thank you again for coming before this committee. 

Mr. Wuisman. Thank you, sir. 

Mr. Spence. The committee will stand in recess to meet at 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:25 p.m., the subcommittee adjourned, to -re- 
convene at 10 a.m., Tuesday, March 16, 1959.) 
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TUESDAY, MARCH 17, 1959 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscommittTee No. 3, 
Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10 a.m., the 
Honorable Wright Patman chairman of the subcommittee presiding. 

Present: Messrs. Patman, Spence, Rains, Vanik, Miller, Johnson, 
Kilburn, Bass, and Siler. 

Mr. Parman. The committee will come to order. 

We have as our first witness this morning the Under Secretary of 
Agriculture, the Honorable True D. Morse. 

r. Morse, you may present your testimony in any way that you 

choose. We shall be very glad to hear from you. 

Mr. Morse. Thank you, Mr. Chairman. 


STATEMENT OF UNDER SECRETARY OF AGRICULTURE TRUE D. 
MORSE 


Mr. Chairman, I appreciate the privilege of appearing before 
this subcommittee to recommend the enactment of H.R. 4278. 
As Chairman of the Interdepartmental Committee for Rural Develop- 
ment Program, and as Under Secretary of Agriculture, I am directly 
concerned with programs and other activities that will effectively 
meet the long-range needs of the Nation’s low-income farming areas. 

The Committee for Rural Development Program is made up of 
Under Secretaries of five Federal departments—Interior; Agricul- 
ture; Commerce; Labor; and Health, Education, and Welfare; the 
Administrator of the Small Business Administration; and a member 
of the Council of Economic Advisers. The Committee was formed in 
1955 to coordinate and provide broad national guidance and leader- 
op for the rural development program, which was inaugurated in 
that year. 

The technical assistance provisions of H.R. 4278, when used in 
conjunction with existing services and credit facilities and other funds 
that can be made available, will give added impetus and support to 
rural development and similar programs in farming areas all across 
the Nation. 

There are loans and other funds available for industrial and other 
business enterprises in rural areas from many sources. Local banks, 
working as needed with the larger banks, meet much of the needs. 
Funds of State and local development corporations and agencies are 
currently financing many hundreds of successful rural industries. 
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Sales of securities locally have resulted in many sound, well-man- 
aged enterprises in rural towns. In such instances the added pride 
and satisfaction of the people in the achievement is in itself im- 
portant. 

Such an enterprise was recently completed in Bertie County, N.C., 
which is one of the counties taking part in the rural development pro- 
gram. Through community sale oF stock, farmers, businessmen, and 
others financed and built a produce-packing plant which went into 
operation last year. The company handled $170,000 worth of water- 
melons and sweetpotatoes. Next year, its managers plan to market 
many additional farm products. 

This is only one example, among hundreds, of how local funds 
have been used to strengthen the economy of a rural area, provide 
additional jobs, and expand marketing outlets for small farmers. 

Where rural areas need an additional outside source of capital for 
businesses and small industries there is available the greatly expanded 
lending authority of the Small Business Administration. 

As you know, the last Congress gave this Administration broad new 
lending authority, including authorization to supply capital for local 
groups investing in small businesses. It can meet much of the loan 
needs that may be required beyond the financial capacity of the States 
and local areas. I understand Mr. Wendell S. Barnes, Administrator, 
will vere 4 before you as to the expanding loan activities of the Small 
Business Administration. 

In his second annual report on the rural development program, 
September 1957, the Secretary of Agriculture said : 

We should strengthen and greatly increase the technical assistance available 
to local communities in the assessment of their resources and the development of 
manufacturing facilities. * * * The amount of assistance presently available 
for this kind of work often does not reach into the very areas that need it 
most. 

H.R. 4278 would provide substantial amounts for such technical 
assistance. 

It should be of service to this committee, in consideration of H.R. 
4278 and other bills relating to area assistance and area redevelopment, 
to have recent information about the good work currently going for- 
ward in 30 States and Puerto Rico, using the rural development 
approach. 

On January 11, 1954, President Eisenhower, in his message on 
agriculture, called for special attention to the needs of low-income 
farm families. Hestated: 

The chief beneficiaries of our price support policies have been the 2 million 
larger, highly mechanized, farming units which produce about 85 percent of our 
agricultural output. * * * Special attention should be given to the problems 
peculiar to small farmers. 

In 1957 there were 1.1 million farm families, or about one-fourth of all 
farm families, with total money incomes of less than $1,000 a year from 
all sources. 

The study which followed took many months, and involved many 
private organizations and individuals from every broad region of the 
United States. Many State authorities contributed their judgments. 
There was substantial agreement in the findings and recommendations 
which appeared in the report “Development of Agriculture’s Human 
Resources,” April 1955, by the U.S. Department of Agriculture. 
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The program recommended in the report was long range in nature. 

The rural development program is a broad-scale attack to meet the 
special needs of more than one-half of America’s farm families on 
small farms, often with poor soils, who produce little for commercial 
sale—2.6 million farms produce only about 10 percent of farm prod- 
ducts marketed. 

Associated with them in the same areas are large numbers of rural 
nonfarm families who likewise have low incomes and who need greater 
so eu Entire areas are involved. 

am pleased to report to you that local leadership and the people, 
in increasing numbers of low-income areas, are hard at work usin 
rural development methods that are bringing more income to farm an 
other rural families most in need. It is a people’s program—operat- 
ing at the “grassroots”—and it is getting results. 

he potentials of local and national leadership are tremendous. For 
example, in the rural development conference in June 1958, some 150 
private organizations were represented. They are helping and want 
to be even more effective in this much needed work. 

The local people are being strongly supported in their work by 

rivate organizations, including civic and church groups, six Federal 
0 i and agencies, and State and local governmental depart- 
ments. 

A solid foundation has been laid, beginning in 1955—results in 
higher incomes and a better life for low-income rural families will 
come more rapidly as the rural development program moves ahead. 

Members of Congress have imidjcater great interest in this program. 
The Joint Economic Committee of Congress and the Family Farm 
Subcommittee of the House, after study, recommended solutions to the 
low-income problems of farm families such as those incorporated in 
the rural development program. For example— 


* * * develop local nonfarm resources and otherwise to assist farm-reared people 
who have poor opportunities in agriculture to earn income in other ways. 


Also— 


Development of local nonfarm resources, vocational training, and improved em- 
ployment information and assistance are among the means suggested for widen- 
ing the employment opportunities for farm-reared people. 

With your permission, Mr. Chairman, I will insert in the record a 
summary report on the rural development program released recently 
by the Department of Agriculture. This raeiie includes a map show- 
ing counties and areas presently going forward with the program on a 
demonstration basis. 

Mr. Parman. Without objection, it is so ordered. 

Mr. Morsr. Thank you, Mr. Chairman. 

(The material referred to is as follows :) 


RURAL DEVELOPMENT PRoGRAM—A SUMMARY REPORT FOR 1958 


The rural development program, now going forward in 30 States? in all 
sections of the Nation, continues to show steady progress. Each year since its 
inauguration in 1955 there has been an expansion to additional areas of need. 





1Alabama, Arkansas, Florida, Georgia, Illinois, Indiana, Kentucky, Louisiana, Maine, 
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New 
Mexico, North Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, South Carolina, Tennessee, 
Texas, Virginia, Washington, West Virginia, Wisconsin, and Puerto Rico. 
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Objective of the new program is to assist the more than one-half of America’s 
farm families who at present produce little or nothing for commercial sale in 
agricultural markets. 

The program includes (1) expansion of rural industries and service trades; 
(2) development of efficient, family-size commercial farms; and (3) special 
programs to improve health, education, vocational training, and guidance. 

Five Federal departments—Interior, Agriculture, Commerce, Labor, and 
Health, Education, and Welfare—and the Small Business Administration co- 
operate in the program with land-grant colleges and universities and other 
State agencies. In rural communities where the program is going forward, 
farm, business, and other local leaders provide the day-to-day direction, adapting 
approaches used to the needs of their communities. 


WHAT'S BEING DONE 


Here are a few outstanding projects put into action by citizen leaders and 
agency workers participating in the rural development program : 
Employment 

Approximately 1,800 new jobs in rural industries and new farm and marketing 
enterprises assisted by the rural development program were reported in a 
representative group of 24 counties. These are in addition to industrial and 
market enterprises reported previously. As one example, in Berkeley County, 
S.C., a resource and manpower study helped in promoting new rural indus- 
tries. The Berkeley Rural Development Committee worked with local busi- 
nessmen to establish several small industries. They added 200 new jobs to 
the county last year. 


Surveys 


The University of Florida published a “Suwannee County Survey for Rural 
Development,” product of a cooperative effort among university specialists and 
program leaders in this county. Questionnaires regarding family earnings, 
job skills, farm operations, and other factors were prepared at the university, 
then distributed by local organizations. The resulting report, which presents 
the most complete picture of county resources, living conditions, and long-term 
needs ever assembled, is being used by rural development program planners 
in the county and local businessmen as they move to develop sound programs to 
balance agriculture with industry. 


New crops 


As a result of the rural development program, small farmers in the Pulaski- 
Alexander two-county area in southern Illinois started a vegetable production 
and marketing plan. It is increasing incomes and improving farm operations 
generally. One participating farmer made nearly $1,000 from the sale of green 
beans, the first time he ever produced this crop commercially. 


Markets 


Educational work of the Franklin Parish, La., Rural Development Committee 
and the extension agent assisting the committee upped production of grain 
sorghums by some 3,000 acres. This production increase was closely tied to new 
market outlets. A businessman member of the rural development committee 
built an elevator. In its first year of operation the elevator furnished a market 
for 95,000 bushels of grain and soybeans grown on 200 small farms. Receipts 
of farmers were well over $180,000. 


Conservation 

People in Sawyer County, Wis., have launched a major lake and stream im- 
provement program. It will strengthen soil and water conservation and increase 
recreation opportunities in the county. The project includes enlargement of 
six small lakes and one stream clearance and improvement. Towns and com- 
munities are taking responsibility for the project, with ‘work committees” of 
loeal people doing much of the actual construction. The Sawyer County Rural 
Development Committee coordinates the project countywide. 


Vocational training 


Kentucky’s Vocational Education Department, which assigned 8 instructors 
to the rural development program, conducted some 50 classes with more than 
1,000 farm people attending. Instruction covered farm practices, mechanics, 
nutrition, and home management. Mobile units were used to help people in 
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isolated counties obtain training in plumbing, electric wiring, and distributive 
trades. 


Health 


Rural development in Mississippi’s Covington County enabled extension agents 
to work more closely with more families on health and nutrition problems. Sur- 
veys showed that unproductive gardens and poor management in the home led 
to faulty diets among a typical group of some 400 rural families in the county. 
Through home visits, meetings, and articles in the local newspaper, extension 
agents working with the rural development program are teaching management 
in the home and better gardening as a practical method of improving health and 
living standards. 

Those are a few of the hundreds of projects reported by State and county 
leaders and agency workers in the rural development program. Such activities 
have opened up new opportunities for thousands of families on small low-income 
farms and nonfarm families living in the open country. 


EXPANSION TO NEW AREAS 


On August 1, 1958, a total of 63 demonstration counties and 9 areas (2 or more 
counties each) were participating in the program. This makes a total of 102 
rural counties. 

However, local committees, private organizations, and Federal and State agen- 
cies contributing to the rural development program are now widening its impact 
beyond these original demonstration areas. 

Plans to expand the program in certain States were a significant development 
in 1958. In six States—Michigan, Minnesota, Missouri, New Mexico, Nebraska, 
and Indiana—the program is now being broadened to include entire areas, utiliz- 
ing the rural development approach. In Texas present area work is being con- 
siderably expanded. Oklahoma State University also issued preliminary studies 
recommending an area development program covering a group of eastern rural 
counties. 

Agencies represented on State rural development committees and responsible 
for service programs in the fields of job placement, area and community develop- 
ment, rural health, education, conservation, and forestry also increased their 
contribution to the program last year. These agencies have a vital interest in 
its research and project phases and cooperative arrangements between local 
private citizens and their personnel. 

In 1958 responsibilities and assignments in the rural development program 
were made a part of the regular activities of U.S. Department of Agriculture 
agencies. The program is supported principally through a redirection and 
strengthening of services already in the field, with emphasis on new methods 
and approaches, according to recent statements of the Secretary of Agriculture. 

For example, in 1958 the U.S. Department of Agriculture again made special 
allocations to State extension services for assistance to local committees di- 
recting rural development work. Some 160 extension workers were assigned 
to the program. The Soil Conservation Service, Farmers’ Home Administra- 
tion, State and Federal forest services, State and county agricultural stabili- 
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zation and conservation committees, research agencies of the Department of 
Agriculture, and others also directed resources into State programs. SCS con-) 
tributed approximately 58 man-years in 68 counties in 20 States for soil map- 
ping, on-farm conservation planning, watershed development, drainage and 
other technical assistance phases of the program. 

Dr. Harry J. Reed, national coordinator for the rural development program 
visited more than 20 States, meeting with State and local committees and help. 
ing interested groups gain a better understanding of the program and its 


potential. 
VOLUNTEER GROUPS SUPPORT PROGRAM 


In 1958 national private organizations also showed a growing interest in the 
objectives and progress of the program. 

In June, prominent representatives of more than 150 private organizations 
met in Memphis, Tenn., to discuss the program with officials of 31 land-grant 
colleges and universities and State and Federal personnel representing 44 
agencies. 

Out of this meeting came a clearer understanding on the part of private 
organization members regarding the need for balanced farm, industry, and 
community development in low-income rural areas. They also gained a better 
understanding of their own potential contribution. 

This interest has already borne fruit. A national church group assignei 
personnel to the rural development program. Several trade associations and 
firms issued brochures at their own expense, encouraging their membership to 
become active in county and area projects. Participation of private national 
organizations, with their vast resources and skills, is materially assisting in) 
the rural development program. 

Expansion into multicounty areas in some States; integrating the rural de 
velopment program with existing programs of the Department of Agriculture; 
increased participation: by State agencies; a larger contribution from priva 
national organizations—these important developments are widening the impa 
of the program far beyond the original demonstration counties and areas as 
enters the third year of operation at the local level. 

Source: Office of Information, U.S. Department of Agriculture. 
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Mr. Morse. Your attention is called to the continued expansion 
and broadening of the program to new areas. The demonstration 
progams have been convincing. The program really got underway in 
1956 with some 50 demonstration counties, plus a few additional areas 
of two or more counties each. The program has been expanded each 
year since. In 1958 several States, shown on the accompanying map, 

roadened their programs to include many additional counties. 

By the end of 1959, we anticipate, some 200 rural counties, with 
their towns and trading centers, will be participating in the pro- 
gram under guidance of State development committees. In addi- 
tion, leaders in many other areas—farm organizations, chambers of 
commerce, professional people and others—will be utilizing the rural 
development approach in their own communities. 

The program is increasing incomes of families through increased 
farm production; expanded and more efficient farm marketings; off- 
farm employment and income from a wide variety of sources includ- 
ing jobs in newly established or enlarged rural a arte along with 
other developments such as expanded vocational guidance and train- 
ing and health services. The program is helping low-income pro- 
ducers make adjustments which they need to make in their own best 
interests. 

The Federal Government, through the various departments and 
agencies, has well established services and regular ongoing programs 
which can meet many of the needs of low-income rural areas. By 
redirecting these services as needed—and by teaming up under the 
leadership of State and local rural development committees, major 
contributions are being made in area assistance. 

The work is being coordinated at the local level—backed by leader- 
ship from the offices of the Secretaries and Administrators in each 
Federal Department and Agency that is participating. The fol- 
lowing shows some of the principal Federal and State services now 
available in rural areas needing special assistance or “redevelopment.” 

Department of the Interior: Indian Bureau, Bureau of Land Man- 
agement, National Park Service, and Fish and Wildlife Service are 
supporting many important phases of the rural development pro- 
gram, including assistance to program committees in counties with 
many low-income Indians—and there are several such counties par- 
ticipating in the rural development program—and improvement of 
recreation and tourist industries. 





DEPARTMENT OF AGRICULTURE AND RELATED AGENCIES 


Agricultural experiment stations of State colleges and universities 
are assisting with surveys and economic studies in most program 
counties. 

Agricultural Research Service is cooperating with experiment sta- 
tions in 15 States to carry forward intensive economic studies of re- 
sources available and adjustments in underdeveloped rural areas. 
Four of these studies, concerning low-income areas in Arkansas, Mis- 
souri, Florida and Maryland, have already been issued. 

Agricultural Marketing Service cooperates with experiment sta- 


tions in 14 States in research on farm family level of living, the 
effects of the social security program, the impact of rural industrial- | 





re 
n 
: 


ra 
con 
ins! 


Ie 





ies 





AREA REDEVELOPMENT ACT 417 


ization, and factors affecting the education and migration of farm 
youth. AMS has also issued publications useful to local rural de- 
velopment program committees in making economic base studies and 
determining industrial location factors. 

Agricultural stabilization and conservation committees in six 
States participating in the rural development program have increased 
amount of funds available for conservation work on small farms in pro- 
gram counties. 

Farmers Home Administration has expanded its credit services in 
most participating counties. 

Federal Extension Service assists the States in program develop- 
ment and administers special Federal funds allocations to State exten- 
sion services. The latter have assigned approximately 160 associate 
agents or specialists to the rural development program. 

Forestry agencies in some 30 States cooperating with the Federal 
Forest Service have assigned workers to assist in improved forest man- 
agement, research, and forest products marketing in program areas. 

Soil Conservation Service in 1958 contributed approximately 58 
man-years in 68 program counties in 29 States for increased soil map- 
ping, on-farm conservation planning, watershed development, drain- 
age, and other technical assistance phases of the rural development 
program. 

As part of their regular activities, other agencies of the Department 
of Agriculture also participate in the rural development program and 
encourage local nongovernmental organizations which they serve to 
cooperate. Examples would be the Rural Electrification Administra- 
tion and the Farmer Cooperative Service. 


DEPARTMENT OF COMMERCE AND RELATED AGENCIES 


Office of Area Development provides technical services related to 
industry development. Personnel of departmental field offices meet 
with State and local program committees, providing advice and coun- 
sel on their industry and marketing programs. 

State development commissions are working with program commit- 
tees on industry phases of the rural development program. 

State employment security agencies, cooperating with the Bureau of 
Employment Security, have assisted in manpower studies, and em- 
ployment surveys in counties participating in the rural development 
program. An experimental program in four States—Tennessee, Ken- 
tucky, Arkansas, and Wisconsin—was recently begun in selected low- 
income rural areas to expand job placement, testing and employment 
services. This project is closely related to the rural development 
program in these States. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE AND RELATED 
AGENCIES 


Health departments in 13 States cooperating with the U.S. Public 
Health Service have assisted in special health improvement projects 
in program counties. 

Social Security Administration local offices and personnel in pro- 
gram areas have worked intensively with county rural development 
committees to qualify older farm people for old age and survivors 
insurance payments. 


38046—59——28 
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Education departments of participating States and localities are 
assisting with projects to improve education and vocational training 
for low-income rural people. 

Recent increases in monthly payments for social security under 
OASI and school guidance programs under the National Defense Edu- 
cation Act of 1958 are of special importance to the long-term welfare 
of people in small rural areas. 


SMALL BUSINESS ADMINISTRATION 


As already stated, this independent agency is making loans to small 
business in rural development program counties and other rural areas. 
Its personnel have cooperated wholeheartedly in providing program 
leaders with advice and counsel regarding industry ae Wai ag 

The challenge in areas of low farm income is to he!p farm and other 
rural people adjust to changing conditions. Those who want to stay 
in farming should be helped to improve their operations; those who 
want to supplement their income with off-farm work or to engage in 
other enterprises or employment should have reasonable opportunity 
todoso. The younger people especially should be assisted in finding 
and developing their best opportunities. 

The rurai development approach has been widely endorsed as sound. 
It is helping lift the incomes of farm families and to promote the 
economic progress of communities and areas. More people will be 
enabled to live on small farms and tracts of land in rural areas and 
enjoy more adequate family incomes. It is a long-time program from 
which great benefits will flow to low-income people and which will 
strengthen our entire Nation. 

As indicated, we believe that the various Federal, State, and local 
agencies can render, and are providing increasingly, the services 
needed for area assistance and development. This becomes doubly 
true as the work is coordinated at the local and State level through 
an approach such as is used in the rural development program. 

Enactment of H.R. 4278; the expanding loan activities of the Small 
Business Administration ; along with the strengthening and coordina- 
tion of existing services ; will be adequate to push forward the economic 
development of low-income rural areas. 

I have appreciated this opportunity to appear before your com- 
mittee. 

Mr. Chairman, I will be glad to respond to questions, if there are any. 

Mr. Mier (presiding). In the absence of the chairman, Mr. Morse, 
I wish to take this opportunity to thank you very kindly for appearing 
before this committee and for giving us the benefit of your views. 

I do have a few questions which I would like to ask you. I am 
particularly interested in H.R. 3505 and the proposal to establish the 
rural development program encompassed in that bill. I was interested 
in your testimony regarding the lower one-third of the farm families 
which have been relatively untouched by any of our farm programs, 
according to the President’s 1954 report, and from other evidence 
which we have received. We receive indications that a great deal has 


not been done about this. In particular I quote from “Farm Trouble,” | 
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by one of the principal editorial writers of the Des Moines Tribune, in 
which he says: 

Our attack on the low-income problem of agriculture so far has been an attack 
on only one side of the problem, and only a puny attack at that. 

The writer, Lauren Soth, has also indicated that the facts are that 
most of the poor people remain on the farms, and that our Federal 

rograms relatively do not touch any of this segment of our economy. 

he witnesses which have appeared before this committee in preceding 
days have emphasized the fact that this problem of depressed areas 
is one which is a national problem, rather than a local one. 

I notice that your testimony has emphasized the local nature of the 
problem and the essential need for emphasizing local participation 
in it and a solution at the local level. 

In Mr. Soth’s book, he points out that many of our depressed areas 
seem to be an accident of geography in nature, having no relation 
to the quality of the soil, or any of those factors, but rather to their 
location in conjunction with industrial areas. In other words, the 
Corn Belt, as distinguished from the Cotton Belt. 

On the basis of what I have just said, do you feel that H.R. 3505. 
and its program for rural redevelopment, gets to the heart of many of 
these problems and is a just and fair attempt at solving them? That 
is quite a mouthful, Mr. Secretary. I regret the length and com- 
plexity of it, but I thought I ought to set forth in some detail the 
premises on which I was basing my question. 

Mr. Morse. Mr. Miller, as I have undertaken to present here, this 
is an age-old problem which has existed down through the years. 
These low-income people live on small farms, often with poor soils. 
Some of the most acute problems are in the hill and mountain areas 
where half or more of the land is in timber. There are many limita- 
tions to the farming opportunities in such areas. 

As I have tried to lay out in my statement, we have Federal agencies 
and there are also State agencies, already operating with appropria- 
1 tions made to them year by year. If their programs are properly co- 

ordinated and directed at the State and local level, to get at this 
problem we will see increasingly good results in meeting the problem. 
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' Now, that is not just a statement of theory. The program is in 
operation and is getting results. The more we emphasize this ap- 
of proach, the more results we can expect to see. 

Mr. MruuxEr. Do you believe, then, that the need is to intensify our 
is efforts with regard to the program you have been outlining, rather 
°, than taking on something new and different? 

& Mr. Morse. Yes, we have all of these services operating through the 
a Department of Health, Education, and Welfare, in Agriculture, 
m through the Commerce Department, Department of Labor, Depart- 


d ment of Interior, with its Park Service, and the Indian services. 
. In the past there has not been adequate coordination and teaming 


7 up of these services at the local level. The reason that we have 
ms stressed local and State leadership is that, through the approach which 
* Be... have taken in the rural development program, the local and State 
‘» | leaders and agency representatives are sitting down around the same 
> | table to plan and direct the work. We say to the local leadership, 


“You folks develop the plan that you want and need, and show what 
you want to accomplish, and we will pitch in and help you.” 
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Mr. Mitrxr. I think we have a great deal of respect for these be- 
ginnings, but my comment would be twofold in nature. 

First, that these are only pilot plans, and secondly, that according 
to many witnesses, these programs are not reaching into the areas 
where they are most needed. Our vast Federal programs are not 
touching this lower one-third of the farm families which are most 
wary in need of assistance. 

. Morse. In the past those statements would be more true than is 
presently the case, after really less than 3 years of this rural develop- 
ment program, which started on a demonstration basis. The work 
now going forward is much more widespread than the pilot or 
demonstration counties and areas, as shown on the map. 

These States engaged in the program, and the distribution of the 
pilot counties and areas, is interspersed right through the most acute 
areas of low-income rural areas. 

Mr. Mixixr. However, the total amount is approximately $15 mil- 
lion, is it not, which figures out to about $150,000 per operation, 
which, when you consider the magnitude of the problem, doesn’t seem 
to me to be what might be considered a fair start on it. 

Mr. Morse. We would have been further along had Congress ap- 
oy nepal realize this is beyond the scope of your committee— 

ad Congress appropriated the money which we requested to carry 
this program forward. In no year, except the last year, have we re- 
ceived the appropriations which we requested—even the modest 
amounts which were requested. You might like in the record, if that 


is permissible, a showing of what was requested and what Congress 
appropriated. 
r. Miter. We would be very happy to receive that in evidence, 
and without objection it is so ordered. 
Mr. Morsz. Thank you, sir. 
(The data referred to is as follows :) 
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Mr. Morse. The way in which this work is spreading, as any dem- 
onstration should cause a program to spread, is illustrated by east 
Texas on the map. Texas fis 3 pilot counties or areas, but the lead- 
ers are working now with 45 counties which they have mapped as 
their most acute counties and as most in need of this type of program. 

Then look north, into Oklahoma. I was visited some months ago 
by the representatives of a development committee which the State 
of Oklahoma had set up. They were directing their special efforts 
through action of their legislature to the 25 eastern counties of Okla- 
homa. This area contains, as you know, much timber, hills, and even 
some small mountains. The three pilot or demonstration counties 
are right down through the middle of that area of Oklahoma. Their 
demonstrations are right through the middle of this area which they 
consider is the one most in need of more income. 

If you look at Michigan, I believe there are 13 counties involved 
in the Upper Peninsula area of Michigan. Rural development work 
is aggressively going forward. 

There is nothing shown on the map for New York State. It has 
not been one of the States we have considered as among the most 
acute, but they have work going on up there. I just received a 
printed report yesterday showing that they are recommending the 
rural development approach, after a study, by a committee, which 
was set up by Governor Harriman. 

So these demcunidehions, as I have said in my report, are working, 
and the rural development activities are spreading far beyond the 
demonstration counties. 

With the new lending authority which the Small Business Adminis- 
tration has and the lending authority we have in Agriculture, credit 
needs are being met beyond that provided by private sources. The 
Farm Credit Administration is very active in calling the attention 
of their associations to this program and in urging full support. 
The American Bankers Association published over a year ago this 
publication, “Banking and the Rural Development Program,” in 
which they urge bankers to cooperate—and they do. It has been our 
experience that the primary problem in connection with added oppor- 
tunities for employment, is to locate an industry that wants to expand 
in an area or wants to come into the area. Having located such, or 
developed such opportunity for industrial or other expansion, ways 
are found to provide the needed finances. 

Mr. Muer. I notice in all of your testimony you have specificall 
avoided one of the things that I asked you about, which was with ref- 
erence to H.R. 3505 and the rural redevelopment area program. 

Would you care to comment on the terms of that section of H.R. 
3505, section 5, on pages 5 and 6 of the bill? 

Mr. Morse. I don’t believe I have a copy of that bill before me. 

Mr. Mriter. This is an appropriate program, and one which Con- 
gress might well enact. 

Mr. Mors. I now have the bill before me, Mr. Miller. 

Mr. Mitier. At the very bottom line of page 5: 


The Administrator shall designate as rural development areas those rural 
areas within the United States— 


and so forth. 


| 
| 
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Mr. Morse. The areas of most acute need have already been desig- 
nated by the measurements which we have used through the years in 
the Department of Agriculture. They are shown on the map in the 
report that came out in 1955. These maps are revised from time to 
time. So such areas of need are already known. 

Rather than designate redevelopment areas from Washington, and 
attempting to go into such areas with programs, we have been bring- 
ing to the attention of the local og the opportunities they have. 
It is the feeling of the agencies who work with such problems all the 
time, that local leadership must be ready to go ahead and develop 
the opportunities of their areas. They should be the ones who should 
decide that they want to set up a development a and thus give 
the needed leadership at the State and local level. 

The selection of the demonstration counties was by the States. We 
did not do it from Washington. The States expressed an interest and 
took the leadership. In a few cases we were asked, “What counties do 
you want designated ?” 

We replied, “You people know your States, your State problems, 
and are the ones to decide what counties or areas to designate.” 

We were very interested that the State ae having determined 
that a county or area was to be considered, held several meetings with 
the local people and determined that they themselves wanted to move 
ahead with the program before designating the county as a demon- 
stration county. 

That is the process that we think should be followed if you are 
going to get the best results. It will maximize the great potential that 
there is in the local people. 

Mr. Mixer. I think we all support those sentiments. I would still 
like to get the position of the administration on section 5 of H.R. 3505. 

Mr. Morse. Well, I think our position would be that the low-income 
areas are known. We think that the present approach is preferable, 
in which we would look to the State and local people to map, as they 
have done, as I have illustrated here, with Oklahoma and Texas, the 
areas of most acute need. They should be the ones making the desig- 
nations and stimulating the activity. 

_ Mr. Mmuer. Is your testimony to the effect that the rural develop- 
ment program, that is standing alone, through these pilot plans, and 
so on, is the most suitable and immediate program which this Con- 
gress should support rather than any other? 

Mr. Morse. Yes, sir. Here is a program that is widely accepted. 
It issound. It is underway. It is becoming increasingly understood. 
We feel that we have many of the tools already available through the 
various departments of Government. With some additional support 
for the rural development program, and more emphasis back of it, we 
can move ahead as rapidly as the local and State people are ready to 
make solid progress. 

Mr. Mrrrer. Would you deny the fact that this is a national prob- 
lem which requires massive infusion of funds in order to cure it? 

Mr. Morsr. We would feel that you are not going to do the most 
effective job by the methods proposed in such bills as H.R. 3505, by 
making available large Federal funds on a loan or grant basis. 

It is tremendously important for the State and local people to take 
the initiative. As I have testified, we find that where an area has the 
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opportunity to get an industry, develop tourist business, or some other 
new source of income, that ways are found to finance such develop- 
ments. The financing can be done through established banking and 
agricultural credit agencies, through the Small Business Adminis- 
tration, which is Federal, and which is set up for this very purpose 
of financing industries and businesses, that additional Federal funds 
are not needed at this time. 

If it is found that they are needed, why, of course, we could make 
that known. 

Mr. Parman. Are there any other questions, gentlemen ? 

Mr. Jounson. I would like to pursue the same lee of approach by 
quoting to the Secretary from a report of the Agricultural Comuittes 
of the National Planning Association. This is a very distinguished 
group of people, including the editor of the Des Moines Tribune, the 
vice president of Kraft Foods, faculty members of Harvard, Uni- 
versity of California, businessmen, leaders of farm organizations. 
They all joined in signing this statement, which concludes, with respect 
to the same problem you have just been discussing : 

The low-income rural problem is far too vast and deep seated to be solved 
by the rural development program as presently conceived. While the cautious 
grass roots approach of this program may have been largely justifiable up to 
date, it will have to become much more sharply focused, better integrated and 
coordinated, much bolder in its objectives, and far better financed if it is to 
make significant inroads in reducing the South’s widespread rural poverty. 
Emphasis has been placed too exclusively on only one essential ingredient of 
progress—local initiative and enterprise. The other essential ingredient—out- 
side financial and technical assistance, both public and private—has been too 
often ignored and neglected. 

Such a one-sided approach (a) seriously obscures the basic fact that, given 
their own very limited resources, low-income rural communities cannot solve 
their problems with the best of local leadership and cooperation; and (b) rein- 
forces the unfortunate cultural heritage and narrow socio-political outlook of 
many State and local leaders, thereby tending to preserve rather than to change 
the status quo in low-income ruralareas. Particularly needed— 
says this committee— 


are large increases in Federal appropriations and grants-in-aid for improved 
general and vocational education, for a much greater amount of supervised farm 
credit, for more special agricultural research and extension services, for more 
adequate labor-market information and employment services, and for better 
health facilities, in rural areas. Costly though such programs would be, they 
could be easily financed by diversion to this purpose of a relatively small part 
of the amounts now expended on farm price-support programs. In view of the 
present stupendous waste of human resources in our low-income rural areas, can 
we afford to do any less? 


Mr. Morsz. Yes, sir. I fear that this committee—and I respect 
the caliber of the committee as shown in its membership—did not have 
up-to-date information about the rural development program and the 
spread of its work. In fact, we are not completely up to date. We 
are in the process of getting in reports from the States. They are 
showing a steady expansion of activity. When the report referred to 
says, “too exclusively on only one essential ingredient of progress”, 
you need only to look at the composition of the Federal Committee 
for Rural Development Programs. That is the reason that I have 
detailed it in this testimony, the six departments of the Federal Gov- 
ernment with their established programs already in existence and 
in operation—— 
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Mr. Jounson. Yes, you have covered that point very well. 

Mr. Morse. So that what we need to do is make established service 
more effective. And look what they point to when they come down 
to what is needed: “Improved general and vocational education.” 
Well, we have a whole Department of Education in the Department 
of Health, Education, and Welfare, federally financed, working with 
the States. So we agree with the committee, also we think that voca- 
tional education in skills and trades is very important. That is what 
most of the young people are moving into. 

Then the National Planning Committee refers to greater amounts 
of supervised farm credit. I don’t know of any real lack there. The 
Farm Credit Administration and commercial banks are giving more 
supervised farm credit. The Department of Agriculture, Farmers 
Home Administration, provides supervised credit. 

“Special agricultural research and extension services,” is advocated. 
Again I refer you to the State experiment station studies, and research 
that is underway. Also, the increasing rural development emphasis 
through the Extension Service. 

Mr. Jounson. Could I interrupt to ask if the Department could 
submit to us evidence, over the past several years, showing the actual 
amount of supervised farm credit given counties you have isolated 
for the rural development program? I want you to show us the 
amounts being given in those counties, simply to provide evidence on 
this very point. 

Mr. Morse. Yes, we would be glad to put that in the record. 

Mr. Jonnson. Thank you. 

Mr. Morse. We will do so. 

(The information referred to is as follows :) 


FARMERS HOME ADMINISTRATION 


The regular loan programs of the Farmers Home Administration are 
specifically designated in furtherance of rural development. When the rural 
development program was first begun, the only additional statutory authority 
needed by the Farmers Home Administration to enable it to cooperate fully in 
the program was the authority for loans to part-time farm operators. This 
was provided by an amendment to the Bankhead-Jones Farm Tenant Act, ap- 
proved August 1, 1956. 

The following table shows the number and amount of loans made by the 
Farmers Home Administration in each of the rural development program pilot 
counties. The loans reported for each county are all loans made in the county 
during the entire fiscal year in which the particular county was designated, plus 
all loans made in subsequent years through February 28, 1959. It is not prac- 
ticable to determine the additional amount of loans, if any, which have been 
made because of the credit requirements related to rural development program 
objective. However, many of the loans to part-time farm operators under the 
new statutory authority and other loans, including farm housing loans, woald 
not have been made except for the local program efforts. 
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FarM CrepiIt SYSTEM 


The farm credit system is assisting actively in the rural development pro- 
gram. The Farm Credit Administration participates in the Department plan- 
ning discussions and informs the farm credit banks of plans and activities. 

In addition, it has published a circular entitled “Cooperative Farm Credit 
Can Assist in Rural Development,” designed to inform farmers and local leaders 
of the credit and other services which may help in local rural development pro- 
grams and which are available from the farm credit banks and associations. 
The banks, in turn, furnish information and published material to the produc- 
tion credit associations and national farm loan associations which have pilot 
counties in their territories. 

The associations contribute to rural development programs in their territories 
in several ways. Many of the adjustments which farmers need to make call 
for additional capital and credit. The associations can finance the needs of 
those farmers who have a proper basis for credit and a sound plan of 
operation. 

The associations also can supply constructive counsel on types of farm opera- 
tions that have proved profitable and the factors contributing to successful 
farming in their area. 

In addition they may sponsor or participate in local credit education activities. 

There are occasions when local farmers’ cooperatives can serve a real need 
in rural development. Such cooperatives having a proper basis for credit can 
be financed by the banks for cooperatives. 

The farm credit banks and associations have ample resources for these pur- 
poses and no loan applications have been rejected because of lack of funds. 
Reports indicate that the banks and associations cooperate actively in rural 
development programs in their territories whenever appropriate opportunities 
are presented. 


Mr. Morss. The National Planning Committee report refers to 
labor market information and employment services. I believe the 
Labor Department, in the first year of the new rural development 
program, asked for an appropriation for this purpose and it was 
refused by Congress. In the last session of Congress they obtained 
funds with which they are setting up five pilot programs to determine 
how this service can be effectively rendered in rural areas. As you 
know, their past services have not extended largely into the rural 
areas, So work is moving ahead with these new funds. Therefore, 
if this service is to be expanded, why not through the Labor Depart- 
ment, through the regular appropriations ? 

“Health facilities’—we can cite case after case of where local 

ple, on their own, can and are making such improvements. 
Granger County, Tenn., for example, ea water works in the county 
seat town. They went after the health problem when they realized 
that they had to have improved health facilities to attract industries 
and other enterprises. Hardin County, Tenn., in another part of the 
State, found they had a high incidence of some diseases. They are 
correcting that situation. 

I have just had a report that a pulp mill is going into that county 
which will employ over 1,000 workers, So have is much that, the 


local people can do. They are establishing clinics, expanding hospital 
facilities, and so on, to improve health facilities wit existing $i 
and Federal aid. 

So, we have Federal agencies already functioning in each of the 
areas referred to. If more is needed, why don’t we just make greater 
appropriations to these established agencies? 


tate 











430 AREA REDEVELOPMENT ACT 


Mr. Jounson. I want to come back to the vocational educational 
program. The same report says, 

Particularly needed is a very substantial expansion of vocational training for 
nonfarm occupations in the rural areas, most of which have only agricultural 
vocational courses at present. 

Is there any evidence that you are modifying the vocational educa- 
tion pragnn in these areas ? 

Mr. Morssz. Yes. That is handled through the Department of 
Health, Education, and Welfare. 

The States, to a considerable degree, as I understand, determine 
the type of training. Again, I can cite what the counties and areas 
participating in the rural development program are doing. They 
are asking for vocational teachers to give training in trades and skills, 
along with their vocational agricultural teachers. 

In Kentucky they went after this problem very aggressively. 
They even put mobile vocational schools on, with bus-type shop units 
traveling from one area to another to give traming. 

Mr. Jounson. I am aware of that. 

Mr. Morse. So again, there is much being done. We have cases 
where industries are providing instructors to help these communities. 
There is much that is being done. I agree, if that is your purpose in 
referring to the matter cited in page 10 of the National Planning 
report, that the need is to have training that will equip the people, 
young people particularly, for nonagricultural enterprises, where 
that is to be their future work. 

Mr. Jounson. One final question. In your testimony you recom- 
mend that we pass H.R. 4278. It occurs to me there are a few sig- 
nificant differences between that and H.R. 3505, and in making a com- 
parison I find that H.R. 3505 contains $100 million for loans for 
projects in rural areas. H.R. 4278, as I understand it, has only $50 
million for industrial areas, and nothing for rural areas. 

Would you care to see us, then, amend H.R. 4278 so as to include 
the provision of the Spence bill which would make money available 
to rural areas? 

Mr. Morse. I would feel that first we should see if there is any real 
lack of finances. 

Mr. Jounson. We have had quite a bit of testimony to that effect 
here in the past few days. That is the reason for my question. 

Mr. Morsg. Yes, After the corporations that are being set up to 
utilize Small Business Administration credit funds are further along, 
if then there is any showing that there is a real need for further loan 
funds, the matter could be considered further. One thing that I 
would be very fearful of is this: If you set up still further lendin 
authority and grants through Federal channels, then the State an 
local development corporations and local efforts may not be pushed 
as aggressively as they are now. 

Mr. Jounson. I don’t think our intent is to take over, but merely to 
supplement their work. 

r. Morse. I can cite plenty of cases where they will say, “If you 
can locate an industry that is interested in building here, we will pro- 
vide the building.” People have even pitched in and even volunteered 
labor. Through the State development corporations, they havo 
funds, in many instances, on hand and waiting for use. 
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I was in east Texas some time back, Congressman Patman. A fac- 
tory that was built in one of the counties was occupied for a time. 
The company for some reason moved to another location. Another 
company was in the building for a short time. There is a good fac- 
tory building now empty. The problem primarily is to locate an 
industry that can expand or that is looking for a location. My expe- 
rience goes back some 10 years before coming into the Federal Govern- 
ment on this, and I have yet to see an instance where a community 
had an opportunity to get an industry, or to expand an employment 
/ Sobptiat that the finances were not forthcoming. It is accom- 
plished through the banks, through sale of stock, through State devel- 
opment corporations, through the Federal facilities, and so forth. 
Most of the industries that locate in these rural areas are compara- 
tively small. 

It is quite different than if you are trying to help a big industrial 
city. Many of the rural industries will employ 10, 20, 25, or 100 

ple, instead of several thousand, and hence you have a different 
Ratniiag problem than you have in the large industrial centers. 

Mr. Jounson. That is all, Mr. Chairman. 

Mr. Parman. Any other questions, gentlemen ? 

If not, thank you very much, Mr. Morse. We appreciate your testi- 
mony. 

Mr. Morse. Thank you, Mr. Chairman. 

Mr. Parman. We can take the next two witnesses together. We 
have Mr. John C, Hazeltine, Commissioner of Community Facilities 
Administration, and Mr. Ricard L, Steiner, Urban Renewal Com- 
missioner. 

Mr. Miiter. Mr. Chairman, I would like to introduce into the rec- 
ord an article in the New York Times of March 16, entitled “People 
Behind Statistics: A Study of Unemployed.” 

Mr. Parman. Without objection, it is so ordered. 

(The article is as follows :) 


[From the New York Times, Mar. 16, 1959] 


PEOPLE BEHIND STATISTICS: A STUDY OF UNEMPLOYED—VICTIMS 
IN FIVE STATES PUZZLED BY PLIGHT—FAMILY DEBTS INCREASE 
AMID GAINS IN OUTPUT AT MECHANIZED PLANTS 


(By A. H. Raskin) 


Unemployment is a figure in a Government report, as dreary and lifeless as the 
Federal debt or the death rate. 

Unemployment is people—the individual hardship and heartache of 4,749,000 
Americans, willing and able to work but unable to find suitable jobs. 

Unemployment is the husky, fresh-faced college graduate, with 3 years of Air 
Force duty behind him, being told he is “too old” for a job with a future—at 
age 26. 

Unemployment is the breezy, blustery executive, accustomed to an income of 
$50,000 a year, trying to pay his bills on a State job insurance check of $40 a 
week—an amount he once spent on taxis and cigars. 

Unemployment is the head shipping clerk, stranded when his textile plant 
moved from New York to North Carolina, subsisting on odd jobs of heavy 
cleaning and reading an inspirational pamphlet. Its title, “Get Rich in Spite of 
Yourself.” 

Unemployment is the rhinestone setter, with all her State and Federal benefits 
drawn, watching a giveaway show on television and murmuring, “It makes 
me feel bad to see people getting all these nice things.” 











482 AREA REDEVELOPMENT ACT 


Unemployment is the electrical worker, fearful that automation has perma- 
nently wiped out his chances for reemployment wondering whether he can vol- 
unteer for a space flight to the moon. 

To put faces on figures, correspondents of the New York Times have spent 
the last week talking to idle workers and their families in States where un- 
employment has remained high despite the general pickup in business. 

Their story makes a grey backdrop for reports of higher production, higher 
sales, higher profits, higher wages and other indices of returning prosperity. It 
is a story told without bitterness—almost apologetically—even by those who 
have gone through the last anguishing turn of the wringer and been forced 
to turn to public relief. 

Puzzlement is more apparent than anger in the attitude of men and women 
who have tramped the streets, month after weary month, with nothing to show 
for their efforts but holes in their shoes and a growing pile of debts. 

In Detroit, capital of the automobile industry, one worker in seven is jobless 
and cutbacks in the output of some 1959 models threaten to add thousands to 
the idle lists in the next few weeks. Pittsburgh, crossroads of steel and coal 
production, is worried that large-scale unemployment will become a chronic drag 
on its economic well-being. 

In the mine regions of West Virginia the specter of permanent pools of idle 
workers is even more tragically present. Mechanization has cut the need for 
manpower so drastically that 68,000 men now dig more coal than 125,000 did 
10 years ago. The displaced, returning from futile job-seeking expeditions to 
Cleveland, Columbus, or Detroit, are less disposed to be philosophical about 
their plight than most of the country’s uncomplaining unemployed. 

Surplus food—‘mollygrub” is what they call it in the Kanawha Valley coal 
fields—has become a mainstay in the diets of tens of thousands of families, not 
only in West Virginia but also in every other State. In December, 5,230,000 
persons benefited from the Federal dole of butter, flour, cornmeal, and other 
surplus commodities. The food lines were almost twice as long as they had been 
a year earlier. 

Yet, by the standards of mass misery that prevailed in the great depression 
of the thirties, privation is a minor problem. What bears most raspingly on to- 
day’s jobless is the sense of uselessness that comes with being unwanted and 
unneeded in the world’s richest and most productive nation. 

The corrosive effect has been acute among youngsters—high school and college 
graduates, ex-GI’s and others in the 20-to-35 age group—locked in their first real 
bout with hard times and deprived of the community of suffering that helped 
preserve the fabric of self-respect in the depression years when everyone was in 
trouble. 

YOUNG MAN’S RECESSION 


In many ways this was a young man’s recession, especially in factory in- 
dustries operating under rigid seniority systems. The most recently hired were 
the first to feel the layoff ax. Now, science, moving with the same breath- 
taking speed in the improvement of industrial technology as it is in the con- 
quest of the atom and of outer space, is making the day of recall to work more 
remote. 

The harnessing of electronic brains to mechanical muscles has made it pos- 
sible to produce more goods with fewer workers. Men with 10, 12, and even 
15 years of seniority remain on the surplus list while their companies climb past 
the production peaks they set in preautomation days. 

To make the outlook gloomier, other employers hesitate to hire them for fear 
that their desire to safeguard their pension equities and priority status in their 
old jobs will cause them to quit when and if the recall whistle sounds. 

For men and women of more advanced age among the unemployed, the calendar 
is an enemy. The piling up in New York and other States of statutory pro- 
hibitions against discrimination based on age has brought no abatement in the 
conviction of those past 35—and even a good many under that age—that their 
biggest handicap is the years in which they acquired their maturity and skill. 

There is little tendency to clutch for the comforts of the welfare state. Con- 
fronted with the necessity for going on relief, most workers will grab a job at 
half or less than the standard they used to enjoy. And there are plenty of 
employers ready to capitalize on this preference for staying independent of a 
Government handout. 
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RELIEF LOAD UP 3 PERCENT 


In small machine shops, dry goods warehouses and other small businesses, 
the calls are for work at only a few cents above the legal minimum of $1 an 
hour. Only in the large standardized industries and those under stringent union 
policing is there no move to pull.down pay scales or trim fringe benefits. There 
the movements is still up—in both prices and wages. 

In this city, where 50,000 workers have drawn all the Federal and State 
unemployment insurance they could get in the last 14 months, fewer than 100: 
a month have turned to the Department of Welfare for relief after their insur- 
ance ran out. The total public assistance caseload here has gone up less than 
3 percent in the last year, and not all of this slight rise is attributable to unem- 
ployment. 

In contrast to the economic trough of the thirties, when one-fifth of the city’s 
population was on home or work relief, the ratio now is 1 in 23. And many of 
the family heads now on the rolls are unemployable even by the relaxed tests 
that would apply in the rosiest flush of full employment. 

In Detroit and other centers of “productivity unemployment,” the relief rolls 
have risen more rapidly. But everywhere the idle, without insurance or other 
sources of support, echo the remark of the Detroit mother of five, who told a 
reporter : 

“Accepting money from welfare, I feel we’re down to the last notch. I don’t 
want the children to grow up with the idea of welfare aid. My parents back in 
Arkansas raised me never to lean on welfare.” 

Here are some reports on what unemployment has meant to workers and their 
families: 

NEW YoORK-NEW JERSEY 


The New York-New Jersey metropolitan area, with its incredible diversity of 
finance, commerce, entertainment, publishing and manufacturing, is enjoying 
the seasonal upswing that always accompanies the pre-Haster rush in its largest 
single field of employment, the needle trades. 

But the face of joblessness in the metropolis has so many visages that im- 
provement even in a multi-billion-dollar area leaves hundreds of thousands un- 
touched. The last official estimate in mid-January showed 375,000 workers, or 
1 in 12, looking for jobs in the 5 boroughs. 

A reporter who toured unemployment insurance offices, welfare agencies, 
union hiring halls, and armories where the idle queued up for Federal food 
came away with impressions as diverse as the people he talked to. Visits 
to the jobless in their own homes merely reinforced his feeling that no short- 
cut cure, by Government or industry, would eradicate the economic sores be- 
hind the gleaming new skyscrapers, the flourishing theaters and restaurants, and 
the other badges of New York’s opulence. 


WAITING IN THE “T” LINE 


Walk into the job insurance office at 259 West 54th Street and chat with 
some of the men and women on the “T” line. This is the State labor depart- 
ment’s shorthand for temporary unemployed compensation, the emergency pro- 
gram the Federal Government finances for the long-term jobless. 

Here is James Matthews, a tall, handsome man of 36, with a shy smile, who 
won a Rhodes scholarship and studied at Oxford and the Sorbonne after grad- 
uating from Columbia. He had 4 years of wartime duty on Navy combat ships 
and was receiving officer’s training when V-J Day came. 

He entered the State Department’s career Foreign Service and held posts in 
Europe and the Far East until he resigned in 1953 to become an international 
marketing specialist for a Standard Oil affiliate overseas. An expert in six 
languages, he was on his way to a European assignment for International Good- 
rich last summer when a dip in rubber sales wiped out his $200-a-week job. 

His pavement-pounding has convinced him that employers want men in their 
midtwenties, not midthirties. What depresses him even more is that so many 
of those he sees going abroad are men whose interest in their foreign trade 
missions seems to him largely confined to the prospect of “hanging around the 
American bar.” 

In the meantime Mr. Matthews has a somewhat less global concern. He has 
just made the transfer from the State insurance lists, where he drew his full 
quota of 26 $45 checks, to the Federal list. This week redtape connected with 
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the shift will limit his benefit to $11. That means he will have to send a dis- 
tress signal 'to his parents in Texas for a fresh loan. 

“If Congress doesn’t extend the Federal program beyond its present March 
81 closing date, I will really be in the soup,” he says. His savings are all 
gone,” but his job insurance and help from his family have enabled him to keep 
quarters at the Columbia Club, 4 West 43d Street. 

A few places down the line is Mrs. Sydonia Goodstein, of 340 West 57th Street, 
an imperious woman in black caracul. She has the air of a grand dame, as 
befits a couturiere whose shop used to make costly dresses for Saks Fifth 
Avenue, Bergdorf Goodman, Neiman-Marcus, and other fine stores. 

The business she started in 1921 never recovered from a fire that gutted the 
building 2 years ago. Now, her lease gone and her job insurance expiring 
this week, she is looking for work. This is her report on her first telephone call 
in response to a help wanted advertisement: 

“The employer said I sounded young and asked how old I was. I am a rabbi’s 
daughter and do not lie, so I said 65. He told me, ‘Lady, why don’t you go sit 
in the park?’ It reminded me of a book I once read about an uncivilized island 
where they burned everybody at 50. I thought it was savage, but it doesn’t 
seem so savage now.” 

The next man asked that his name be kept secret, but it could be Willy Loman, 
the hapless hero of Arthur Miller’s “Death of a Salesman,” whose goal in life 
is to be well liked. He is a jolly, talkative man of 55, whose sales talent made 
him head of a ladies’ belt business with 80 employees, an annual volume of 
more than $1 million, and profits in the $50,000 to $60,000 range. 

A bankrupt company he bought for tax-loss purposes and then tried to run, 
plus the advent of the beltless chemise, proved his downfall. The home he owned 
in Harrison is gone and the lease on his $230-a-month apartment in Riverdale 
tuns outin June. He has been borrowing on the $100,000 in personal insurance 
he used to carry, but the end of that is in sight. 


FUTURE LOOKS BLEAK 


“I keep telling my wife it’s fortunate that I was born with a strong heart 
and a weak mind,” he says with a melancholy attempt at a salesman’s laugh. 
“But I’m really at the end of my rope. I’ve been selling all my life; I have a 
wonderful reputation in the field. It doesn’t seem possible I can’t get connected. 
But after 14 months of tramping around the future looks very, very bleak.” 

Drop in on Michael Azzata, a well-setup youth of 26, with glossy black hair 
and dark, earnest eyes, in his parents’ neat apartment in a neat row of identical 
tan-brick houses at 30-27 41st Street, Long Island City, Queens. 

He enlisted in the Air Force after he got out of high school at the height of 
the Korean war. When he went to Columbia under the GI bill of rights, he 
took seriously the advice of industrialists and educators that it was wise for 
young men to get a well-rounded general training in liberal arts, instead of 
concentrating on specialized technical courses. 

Now, with a bachelor of arts degree, he finds himself being told by job inter- 
viewers that he lacks the specific instruction or experience they require and that 
he is too old to get into an executive training program. 

It does not help, psychologically, that his own inability to get a job with a 
future, even at $50 a week, forces his 74-year-old father to keep working at 
Pennsylvania Station as a bootblack. He will probably settle for a night job 
as a restaurant supervisor and go back to Columbia to take a master’s degree 
in business administration. 


PENNSYLVANIA PUZZLE 
(By Stanley Levey) 
(Special to the New York Times) 


PittsspurGH, March 13.—Up and down the river valleys of western Pennsyl- 
vania smoke is shooting once again from steel mill stacks. After 2 years of 
recession and unemployment, it is a signal read in various ways by various 
persons. 

“Look at that smoke,” says the owner of a shoestore in Homestead. “Isn’t it 
beautiful?” 

“Went back to the mill last week,” says a laborer in Ambridge. “First day’s 
work in 14 months. I never thought I’d be so glad to see the lousy place. But 
after looking at all that television, I really was.” 
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“The recession is over,” says a steel company official. 

“I don’t know,” says a forge man in New Castle. “I hear the recession’s over 
and I know a lotta guys have gone back, so I guess maybe it is. But not me; 
they don’t call me back, and sometimes, mister, I don’t think they ever will.” 


ELEVEN PERCENT IDLE IN JANUARY 


Halfway across the State in Harrisburg, the capital, in the new sleek building 
of the department of labor and industry, analysts have compiled statistics and 
drawn graphs and curves. This is the story they tell: 

At the end of January, 508,000 Pennsylvanians (or about 11 percent of the 
work force) were idle. The figure for the country was 6 percent. At the bot- 
tom of the recession last June, 520,000 persons were jobless in the State. This 
was 10.9 percent of the work force. The comparable national figure then was 
slightly more than 7.5 percent. 

What worries the analysts (and workers, union leaders, merchants, and 
businessmen) is that increased production has not been accompanied by a cor- 
responding increase in employment. Does this tendency mean, they wonder, 
that new pools of chronic unemployment are in the making—in the steel areas, 
for example? 

“Ts Pittsburgh in danger of becoming another Scranton?’ asked an economist 
in the bureau of employment security. 

Thirty years ago Pennsylvania’s heavily populated hard coal regions about 
Scranton and Wilkes-Barre employed 150,000 miners. By 1937 the total was 
32,000. Today it is probably even lower. Scranton has tried desperately and 
effectively to attract new industry, but the area’s economic base has been almost 
completely destroyed. Ten thousand new jobs have been provided but the rate 
of unemployment is about the same. 

“Scranton has been running like hell to stand still,” said the economist. 

The basic cause of high production with fewer workers is automation—the use 
of machinery to run machines. During the recession many mills have introduced 
new equipment, discontinued using inefficient plants, and eliminated jobs. 

Bruce Alexander, district staff member of the United Steelworkers of America 
in McKeesport, predicted that many workers would never regain their jobs. 

“This fellow comes in to see me,” Mr, Alexander recalled last week. “He’s 
got his kids with him—three of the cutest kids you ever saw. And he says, ‘I’m 
down to nothing. I got no family to help me. I’m on public assistance and I 
don’t think I’m ever going to get my job back. What’s going to become of me? ” 

Mr. Alexander lifted his palms in a gesture of helplessness. ‘What could I tell 
him?” he asked. “I didn’t have any answers. It’s rough. Oh, we don’t let him 
hurt. We help him, we get him food and like that. But we can’t mislead him 
and tell him we can get his job back for him.” 

Actually while the recession has resulted in distress, it has not produced 
disaster. A reporter looking for signs of political protest or starvation in Penn- 
sylvania would come away with an empty notebook. Tom Leslie, a 42-year-old 
hammer operator from Beaver Falls with 20 years in the industry, illustrates 
the reasons why this is so. 

In the good days he made as much as $200 a week and averaged $6,000 a year. 
He saved some money, but not much. He bought a home and has $4,000 still to 
pay onit. He installed storm windows last year but owes a substantial balance. 
He still drinks a bottle of beer when he feels like it but not so often as formerly. 
His wife and three children eat regularly. 


WIFE’S WORK IS KEY 


“How do you manage it?” he is asked. 

“My wife works as a bookkeeper,” he says a little sheepishly. 

This answer is heard in various forms throughout the steel area: 

“My wife does day work.” 

“My wife got a job as a nurse’s aid.” 

“My son brings home a little money.” 

“My wife and I moved in with my mother.” 

“My folks help us out.” 

Tom Leslie has “got by” for several other reasons. He has worked occasionally 
with a friend who owns a truck. He has picked up odd earpentry and repair 
jobs. He has drawn $35 a week in State unemployment compensation. Under 
the State-Federal program he is entitled to 45 weeks of payments. 
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Finally under the supplementary unemployment benefits program negotiated 
3 years ago with the steel industry by the union, he has been receiving benefits 
that started at about $20 a week. They will run for a year. He has only one 
major complaint. 

“Too damn much housework,” he said. 

Tom Leslie is joined by others who think the benefits may have saved the day. 
These include merchants in steel towns who were lukewarm about the welfare 
program when it was broached back in 1956. 

A member of the Beaver County Public Assistance Commission reported that 
in 2 years only 10 steel workers had applied for relief. 

“Without State unemployment benefits,” he said, “there would have been 
relief lines all over the country.” 

In the union’s district 15 area, Bruce Alexander and Paul Hilbert, the district 
director, organized a community services program to help steelworkers in 
distress. Banks were asked to grant moratoriums on mortgage payment, and 
150 agreed. Members were told how to obtain public assistance and surplus 
food. Medical and hospital service were obtained for men whose benefits had 
lapsed because of prolonged idleness. 

But the picture has its shadowy corners, too. George Combs, a burner in the 
Clairton plant of United States Steel, has been out of work for 13 months. He 
says he has not had “8 hours work since I was laid off.”’ His benefits will run 
out in a few weeks. He owes a $400 furniture bill. The store is waiting. He 
has not been able to pay his $42-a-month rent for an apartment in a county hous- 
ing project. The project is waiting. 

He receives a relief check for $4 every 2 weeks. He sought surplus food and 
was told he was ineligible. Now he finds other men with his seniority called 
back to work. He is getting uneasy about providing for his wife and three 
children. 
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TAKE JOB ANY PLACE 


“T’ll take a job any place,” he said. “After more than a year this place don’t 
look so good to me.” 

In that judgment, George Combs is not typical. Despite unemployment, steel 
workers are reluctant to strike out to new frontiers. Their homes, their families, 
their roots keep them clustered about the mills. In Beaver Valley, Wilbert 
Berarducci, 22 years old and unemployed since July 23, 1957, drove west a few 
weeks ago with his wife in his 1946 automobile. 

Almost as soon as he arrived in California, he received a telegram from his 
mother, summoning him back home. He had been called back to the mill, she 
said. Without funds and unable to rely on the old automobile for another trip 
across the continent, he hitchhiked home in 5 days only to find there had been 
a mixup and no job awaited him. 

“Why did you come back?” he was asked. “Why didn’t you stay out in 
California and look for a job?’ 

“Why,” he said without hesitation, “this is my home and I’m a steelworker.’”” 


WEST VIRGINIA GRIM 
(By Homer Bigart) 
(Special to the New York Times) 


CHARLESTON, W. VA., March 10.—Thousands of unemployed coal miners have: 


used up their “rockin’ chair money” and are living on “mollygrub” in the coal 
fields of West Virginia. 

“Rockin’ chair money” is the miners’ term for unemployment compensation. 
“Mollygrub” is the monthly dole of Federal surplus foods. 

With about 15 percent of its work force idle, West Virginia is the blackest spot 
among the Nation’s areas of economic distress. 

The statistics are grim enough: 45,000 workers have exhausted their unem- 
ployment benefits ; 280,000 to 300,000 persons are subsisting mainly on “molly- 
grub.’ 

A tour of coalfields south of Charleston revealed that the human tragedy was 
not yet as stark as in the 1930’s when children fainted in schoolrooms for lack 
of food. This time the schools are providing free lunches for the desperately 
poor. And at home the surplus food dole, while deficient in protein and in 
bulk, is generally enough to support what the natives call a “corn-bread livin’.”” 
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There are no signs of desperate physical distress, not even in Big Coal River 
valley, where the expiring communities of Edwight and Highcoal present ghostly 
rows of boarded-up shacks. In the half-deserted streets and in the tiny yards of 
ramshackle dwellings, children play who look at least as robust as children 
in urban slums. 

Tensions and despondency bred by long idleness are evident in the hopeless 
complaining tone of miners who have returned in disgust from job-hunting 
expeditions in Cleveland, Columbus, and Detroit. The added complaint of 
racial discrimination was raised by Melvin Smoot, a Negro miner, in Highcoals. 
“A mine superintendent told me he ain’t hiring any colored,” Mr. Smoot said. 

The mine at Highcoal “blew out [shut down]” more than a year ago, throwing 
82 men out of work. They were the last of a gradually reduced force of about 
500. Mr. Smoot, 37 years old, with 8 children, was laid off December 31, 1957, 
the night his wife gave birth to twins. He has had no work since then. He 
drew the maximum of 24 weeks, plus a special extension of 12 weeks, in unem- 
ployment payments last year. Payments in reduced amounts ($21 a week) were 
resumed a few weeks ago, but Mr. Smooth said he had to use his first two checks 
to pay the utilities bill. 

NO RENT SINCE JULY 


The Smoot dwelling is a gray, soot-crusted 4-room house renting at $16 a 
month. But Mr. Smoot said he had not paid rent since last July. Nor had he 
been able to buy tubes for his television which failed Christmas Eve. 

His monthly “mollygrub” included 30 pounds of flour, 5 pounds of butter, 10 
pounds of rice, and a small quantity of meal. This was not enough for 3 weeks, 
‘he said. Supplementing the Federal dole was a windfall of canned milk, canned 
peas, and a little sugar from Charleston churches following an exposé of High- 
eoal’s plight in the Charleston Gazette. 

Despite the dismal outlook, Mr. Smoot said he would remain in the dying town 
because jobs were scarce in Ohio cities and because “they claim there’s going to 
be a lot of road building around here.” 

But up the road in the white community, Carl Harris had decided to quit the 
mines and try farming. He had gone to Lincoln County to look for a farm. 
Meanwhile, Mrs. Harris, carried away by visions of bucolic plenty, had bought 
100 pullets for $2. They were cheeping in the kitchen as Mrs. Harris told of the 
impending move to Lincoln County. 

“They do right smart farmin’ down there,” she said. “They got some little 
bitsy old mines but mostly farms.” 

Still she hated to leave Highcoal. “I like the people here; they’re friendly,” 
she said. 

In nearby Whitesville, shopping center for Big Coal Valley, Quentin Barrett, 
principal of Whitesville Elementary and Junior High School, summoned his 
teachers to an emergency meeting. 

“Starting tomorrow,” he announced, “all children who are completely destitute 
and look undernourished will be given a cup of cocoa and a hot biscuit at the 
start of school each morning in addition to the regular hot lunch. Maybe some 
scrambled eggs, too.” ; 

He asked the teachers how many children came to school without having had 
any breakfast at home. They reported a total of 65. The school has an enroll- 
ment of 700. ; ; 

FREE LUNCH TO DESTITUTE ; 


For the hot lunch the school charges 25 cents. But families on relief pay 
only 15 cents and the lunch is given free to those described as “penniless and 
destitute.” 

The Rev. Jack Weller, director of the mission project of the United Presby- 
terian Church, said conditions were particularly grim in Edwight, a few miles 
up the valley. He said the land company that owned the miner’s houses had 
recently turned off the street lights adding to the tension, and there were 
reports the water supply would be shut when the village school closed at the 
end of the spring term. 

He estimated that “at least 1,800 persons in the valley aren’t getting a 
balanced diet.” He recalled that the Whitesville Fire Department, in making 
up its Christmas list, found that 300 families in the area had no income at all. 

In Charleston, Raymond Lewis, brother of John L. Lewis and president of 
District Seventeen of the United Mine Workers Union, doubted that many 
miners now out of work would find jobs again in the industry. 
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He called the current crisis “a lot worse” than the depression of the thirties. 

“The 1930's depression was just the end of a boom period. It was not caused 
by technological advances but by overproduction. This one here is a different 
story, an industrial revolution like the one that hit England when the spinning 
jenny was invented.” 

Mr. Lewis said scarcity of labor during World War II forced operators into 
mechanization. “By 1949 new equipment began to come in. Thereafter there 
was a steady decrease in miners and an increase in production. 

“In 1948, West Virginia had 125,000 coal miners. Last year there were only 
68,000 men in mines.” 

Sheriff T. H. McGovran, of Kanawha County (Charleston) said the number 
of men arrested for non-support had risen steadily during the last 14 months 
of deepening unemployment. 

He suspected that in some cases the man was driven by desperation to seek 
a jail sentence for nonsupport so that his wife could then apply to the State 
department of public assistance for benefits. “A man who can’t support his 
wife can do it by going to jail,” the sheriff explained. 


DETROIT “DESPERATE” 
(By Damon Stetson) 
(Special to the New York Times) 


Derrortr, March 11.—Mrs. Charles Lawrence listened quietly as her husband, 
a carpenter, sat in the living room of his small Oak Park home and told about 
his futile efforts to get a job. 

His unemployment benefits had run out and the immediate future looked 
grim for a couple in their early thirties with two children. 

Suddenly Mrs. Lawrence, a brown-haired woman wearing a pink jersey and 
black skirt, leaned forward and said grimly : 

“I think the situation here in Detroit area is just as desperate as if we’d been 
hit by a tornado. It’s just as much a disaster for us if we lose our house as 
if a tornado struck us—except that the kids are safe. But if a tornado hit, 
the whole country’d be veady to help us. 

“As it is,” she continued, “the bill collectors keep saying the recession is over. 
For whom, I’d like to know?” 

“For me,” Mr. Lawrence said, “it’s no recession. It’s a depression.” 


15.4 PERCENT IDLE IN AREA 


The Lawrences are probably luckier than thousands of other unemployed 
people in this hard-hit area. They have been getting $49 a week in unemploy- 
ment benefits, plus $55 a month as a veteran’s disability pension. 

Mr. Lawrence has some hope of getting work when the weather improves, 
although his disability is likely to force him to give up carpentry. But this 
couple were able, in a few words, to articulate the plight of the 229,000 people, 
15.4 percent of the labor force, now out of work in Detroit. 

In Michigan, 364,000 people, or one worker in eight, are without jobs. Last 
year 242,800 of the unemployed exhausted their jobless benefits. By April 1, 
about 145,000 will have exhausted their temporary additional benefits. 

You begin to sense what has been happening when you pass a store on 
Charlevoix Street where the featured items are smoked hocks at 19 cents a 
pound, neck bones at 15 cents, and spareribs at 10 cents. 

A visit to the welfare department’s surplus commodities division at 8300 
Woodward provides further insight. A thousand people a day line up there 
to get their allotments of dry milk, rice, cornmeal, flour, and butter. Last 
month 130,112 persons got surplus food at this center and 154 grocery stores, 
where the commodities are also distributed. 

Robert Feagin, a 38-year-old autoworker, was laid off at Chrysler’s Jefferson 
plant in 1957. He has a wife and three children, and long ago exhausted his 
unemployment benefits. Lately he has been getting $69 every 2 weeks from 
welfare. 

JUST CAN’T GET A JOB 


“They tell me at the plant there’s no chance of getting back unless a miracle 
happens,” he said. “I’ve been looking for work all over but I just can’t get a 
job. I hate being on welfare. It’s enough to make a man jump into the river. 
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But right now I've got to see about getting some blood. My wife’s expecting 
and I’m afraid she’s going to need some help.” 

Roy Case, a thin, bespectacled man who lives in a three-room flat among drab, 
closely packed houses, was laid off in January, 1958. He has not worked since. 
He has a wife and one child. They have been living on $41.45 every 2 weeks 
from welfare since their unemployment benefits stopped. Of this, $20 goes to Mr. 
Case’s landlord for rent. 

“I went ‘to Chicago once looking for a job,” he said, “but I didn’t have any luck. 
Around here all you get is ‘No’ when you ask for a job. It’s the worst I’ve ever 
seen it.” 

Harvey Simpson, an auto worker with 12 years’ seniority, has been getting $44 
a week in unemployment compensation plus $9.14 in supplementary unemploy- 
ment benefits since he was laid off last year. 

He has a wife and three children and has to pay $55 a month in rent for his 
six-room flat. 

“We're not living,” he said. “We’re existing. I can’t find anything. If I go 
to an employer and ask for a job, he says he doesn’t want to hire me because I 
have 12 years’ seniority and he’s afraid I'll be called back.” 

A boom in the auto industry would do more than anything else, probably, to 
resolve Detroit’s and Michigan’s unemployment problems. 

But the overconcentration on manufacturing in Michigan, especially in auto- 
motive production, means that the State’s economy is unusually sensitive to 
economic dips and consequent declines in the purchase of durable goods. 

The long-term answer to Michigan’s unemployment problem, competent 
analysts of the situation say, is greater diversification to insure a better balance 
and less dependence upon the economic fate of one or two major products. Addi- 
tional defense work, drastically reduced here since the emphasis has been on 
missiles, would perhaps provide more immediate help. 


ONE IN EVERY FOURTEEN IDLE, U.S. JOB SURVEY REVEALS 


One worker in every fourteen was jobless last month. The regular joint report 
of the Federal Labor and Commerce Departments showed 4,749,000 unemployed 
and 62,722,000 employed. The total of idle was 424,000 below the figure for the 
recession month of February 1958, but 1,628,000 above that for the prerecession 
month of February 1957. 

In the last 14 months of slump and recovery, more than 3 million workers have 
exhausted all the unemployment insurance to which they were entitled under 
regular State programs. Nine hundred thousand of these long-term unemployed 
went on to use up all the extended protection available to them under the tempo- 
rary Federal program, which went into effect 9 months ago. No official estimate 
has been made of how many of these workers are still jobless. 

The Federal program is scheduled to expire March 31, but Congress is expected 
to authorize a 3-month tapering-off period. This would prevent an abrupt cutoff 
in payments to the 300,000 who will still be on the emfergency benefit rolls at the 
end of this month. In addition to this group, 2,375,000 workers are registered 
for regular State insurance checks. 


Mr. Parman. Mr. Hazeltine, we will hear from you first. 
Do you have a prepared statement ? 

Mr. Hazevrtne. I have, Mr. Chairman. 

Mr. Parman. Please proceed. 


STATEMENT OF JOHN C. HAZELTINE, COMMUNITY FACILITIES 
COMMISSIONER, HOUSING AND HOME FINANCE AGENCY 


Mr. Hazevtine. Mr. Chairman and members of the committee: 

I consider it a privilege to appear before the committee to assist in 
your consideration of area assistance legislation. Inasmuch as other 
administration witnesses, who are scheduled to follow, will discuss 
the general objectives and other aspects of the proposed area assistance 
legislation, I shall confine my remarks to the provisions of the bills 


before the committee which relate to public facilities. This is an area 
where my agency has actual operating experience. 
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On the basis of our experiences in administering previous as well 
as current Federal assistance programs for public facilities, I would 
like to comment briefly on several of the bills before the committee. 
Pursuant to H.R. 4278, the administration bill introduced by Repre- 
sentative Kilburn, first priority in the processing of applications for 
financial assistance under the existing public facility loans program 
would be given to applications of municipalities and other political 
subdivisions for financing needed public facilities when it is deter- 
mined that they are in areas of substantial and persistent unemploy- 
ment under the area assistance legislation, It is the view of the ad- 
ministration that such processing priority would afford useful assist- 
ance to such communities. 

I would like to comment now on H.R. 3505, introduced by Repre- 
sentative Spence. This bill would establish a $100 million revolving 
fund for public facility loans in industrial redevelopment and rural 
redevelopment areas. The loans may be made for a period of 40 years 
and would be repayable at an interest rate of one-quarter of 1 percent 
plus the current average yield on outstanding marketable obligations 
of the United States of comparable maturities. Under February mar- 
ket conditions this formula would produce an interest rate of 414 per- 
cent. The Federal loans would be subordinated to other loans made 
with reference to a particular project. In addition, H.R. 3505 would 
authorize grants for public facilities which in the aggregate could not 
exceed $75 million. The bill does not specify any fixed limit as to 
the percentage of the cost of a facility which may be covered by a 

nt. 

I do not believe that the grant assistance as provided in the bill for 
public facilities is consistent with the principle that local public works 
should be financed by local resources or by the capital market except in 
cases where these sources are lacking. In such cases loans to distressed 
local communities by the Federal Government would be justified. I 
would think that to the extent that the economic rehabilitation of an 
‘area is possible, repayment of public facility loans would also be 
possible. 

The provisions of the bill authorizing Federal loans and grants for 
public facilities to private organizations seem unwise. 

The Community Facilities Administration currently administers 
programs rendering financial assistance for public facilities. The 
new agency that would be established under H.R. 3505 probably would 
take many, many months to be organized with adequate central office 
and regional office staffs and necessary procedures and forms before 
it can a applications for public facilities assistance. The crea- 
tion of a new agency for such purposes would lead to costly duplica- 
tién of efforts in the field of public facilities and would further com- 
plicate the structure of the executive branch. 

In his testimony before the House Banking and Currency Com- 
mittee last year on similar area assistance legislation, the former 
Housing Administrator stated : 

The Community Facilities Administration has had long experience with various 
kinds of Federal assistance for community facilities and, therefore, is equipped 
to administer efficiently such program as the Congress may determine should 
be made available for public facilities. It is my considered opinion that the 
use of another agency or department for this purpose would be uneconomical 
and undesirable. 
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The grant. provision of H.R. 3505 and the $100 million loan authori- 
zation provided by H.R. 3505 and also by H.R. 2871 introduced by 
Representative Fenton is outside the President’s budget and would 

rmit new expenditures exceeding that which the administration 

as considered to be consistent with its budget objectives. 

This concludes my prepared statement and I will try to answer 
questions which the committee may have on this legislation. 

Mr. Patman. Thank you, sir. 

Now we will hear from Mr. Steiner, Commissioner for Urban 
Renewal, before interrogating you, Mr. Hazeltine. 

Mr. Srerver. Thank you, Mr. Chairman. 


STATEMENT OF RICHARD L. STEINER, URBAN RENEWAL COMMIS- 
SIONER, HOUSING AND HOME FINANCE AGENCY 


Mr. Srermver. Mr. Chairman and members of the committee, I 
should like to direct my comments to the provisions on urban renewal 
and urban planning assistance in two of the bills on assistance to 
economically depressed areas which are under consideration by the 
subcommittee. These are H.R. 3505, the bill introduced by Mr. 
Spence, and H.R. 4278, the bill introduced by Mr. Kilburn and sup- 
ported by the administration. 

H.R. 4278, which is similar to bills supported by the admuinistra- 
tion in previous years, would make urban renewal assistance under 
title I of the Housing Act of 1949, as amended, available to counties, 
cities, and other municipalities that are located in areas of substantial 
or persistent unemployment, without regard to the requirement in 
title I that an urban renewal proiect should involve at least a sub- 
stantial amount of housing. H.R. 3505 contains a provision that is 
basically similar to this, but there are substantive and technical rea- 
sons why we prefer section 103 of H.R. 4278 to the corresponding 
section 14 in H.R. 3505. 

The most important difference is in the demands that would be 
made under the two bills upon the capital grant authorization that is 
provided by Congress for the regular urban renewal program. The 
administration bill, H.R. 4278, would make depressed area projects 
eligible, along with regular projects, for allocations from the capital 
grant authority that is available to the agency at any given time. 

According to a tentative list prepared by the Bureau of Employ- 
ment Security, of areas that might be certified as having substantial 
and persistent unemployment under the terms of H.R. 4278, there 
would have been 74 such areas eligible for this special type of urban 
renewal assistance on the basis of employment. conditions through the 
closing months of 1958. 

Under the provisions of H.R. 3505, the areas of substantial and 
persistent unemployment would be designated as “industrial redevel- 
opment areas,” and the eligibility rules would be considerably broader 
than the rules in H.R. 4278. As a result, H.R. 3505 would make 
an estimated 133 areas eligible for the new type of urban renewal 

roject. However, the wk enor“ authority for such projects under 

-R. 3505 would have to be taken from the 10 percent of the total 


urban renewal authorization that is now permitted to be used under 
section 110(c) of title I for projects that are not predominantly resi- 
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dential in character, but contain a substantial number of substand- 
ard living accommodations, commonly referred to as “nonresidential” 
projects. 

These provisions of H.R. 3505 could prevent the allocation of urban 
renewal capital grants for many of the depressed areas able to benefit 
from them. Most of the 10 percent of the capital grant authorization 
that is available for “nonresidential” projects under existing law has 
been utilized by localities in the past, and there is reason to believe 
that there will be even more interest in this type of project in the 
future. Yet, under the terms of H.R. 3505, these projects would be 
competing for 10 percent of the available urban renewal funds with 
the new type of projects provided by the bill for depressed areas. 

If, on the other hand, the 10 percent limitation in H.R. 3505 were 
removed, there would be a serious drain on the capital grant authoriza- 
tion that has been recommended by the administration for the normal 
type of urban renewal project, because of the larger number of locali- 
ties made eligible by this bill as contrasted to H.R. 4278. The locali- 
ties in an estimated 133 depressed areas would be eligible to undertake 
the new type of project. About one-fourth of these communities 
are already participating in the urban renewal program under the 
existing law, and consequently would be prepared to make applica- 
tions for the new type of urban renewal assistance almost immedi- 
ately, and many others are in States having urban renewal enabling 
acts. This demand would be reduced to more manageable proportions 
by the adoption of H.R. 4278, which provides rules of eligibility which 
the administration considers both fair and reasonable. 

We believe that the eligibility rules in H.R. 4278, and the absence 
of any percentage ceiling on funds for depressed area projects, would 

rmit a more equitable distribution of the total urban renewal author- 
ization between these projects and the projects that will be initiated 
under the regular program, and result in more real assistance to de- 
pressed areas. 

In addition to the provisions affecting capital grant authorizations, 
H.R. 3505 contains some undesirable provisions with respect to the 
certification of depressed areas. Both H.R. 3505 and H.R. 4278 re- 
quire a certification that the “county, city or other municipality” 
applying for the new type of urban renewal assistance is located in a 
depressed area, designated as “an area of substantial and persistent 
unemployment” under H.R. 4278, and as “an industrial redevelopment 
area” under H.R. 3505. However, the definition of “an industrial 
redevelopment area” in section 5(e) of H.R. 3505 would permit such 
an area to include “a part of a county or municipality.” We think 
it is important that this be reworded, as it seems to imply that a small 
area could be considered as a redevelopment area in order to obtain 
title I assistance, and we think this is not intended. 

In any case, we believe it would be unfortunate if the law permitted 
pressure to be placed on the Federal Government to certify a small 
part of a city or county as a depressed area in order to make that area 


eligible for the new type of urban renewal project, when the city or | 


county as a whole would not qualify as a depressed area. It is diffi- 
cult to understand the economic basis for singling out the labor mar- 
ket characteristics of a portion of an urban area without relating 
those characteristics to conditions that pertain in the area as a whole. 
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When certifications have been made with respect to the depressed 
area, the Housing and Home Finance Administrator could proceed 
under H.R. 4278 to make available to projects in certified areas the 
financial assistance provided under title 1 of the Housing Act of 1949, 
as amended. This would not be the case under H.R. 3505, which re- 
quires the Administrator to make an additional determination that 
such assistance would not contribute to the relocation of business op- 
erations from one area to another at the expense of increasing un- 
employment in the area of original location. This is an understand- 
able and commendable objective. It presents the problem, however, 
as to how the Housing and Home Finance Administrator can make 
such a determination. Assistance is provided under title I for the 
acquisition, clearance, preparation and disposition of land, but not for 
construction that later takes place on the land. 

Although the locality prepares an urban renewal plan for the proj- 
ect, showing the new uses of the land, this does not indicate who the 
purchasers will be, or what firms will eventually occupy any structures 
that are built on the land. Therefore, the Administrator does not 
have the information to determine in advance what businesses will 
occupy future structures in urban renewal areas. This concern would 
be more appropriately met by determinations required under both bills 
with respect to the loans provided for distressed areas. 

Under H.R. 4278, the determination would be made by the Secre- 
tary of Commerce, and under H.R. 3505 by the Area Redevelopment 
Administrator. It appears unnecessary and unwise in either case to 
require that such a determination also be made by the Housing 
Administrator. 

Both H.R. 4278 and H.R. 3505 contain a desirable provision in 
addition to the waiver of the residential requirement, to facilitate 
urban renewal assistance in areas of substantial and persistent un- 
employment. This provision would permit conveyance of urban 
renewal project land to a public agency or nonprofit corporation for 
later disposition to a redeveloper for industrial or commercial uses 
in accordance with the urban renewal plan. Under existing law, 
project land can be conveyed only to redevelopers who agree to begin 
and complete construction of the facilities required under the renewal 
plan within a reasonable time. The special provision in H.R. 4278 
and H.R. 3505 would allow communities adequate time to find de- 
velopers for cleared land, since such land might not be immediately 
marketable in areas of substantial and persistent unemployment. 

In addition to these general comments on the “interim disposition” 
provision, I would like to invite your attention to the words, “to 
such public agency or corporation” in line 5 on page 8 of H.R. 4278. 
Inclusion of these words, which are omitted from FLR. 3505, would 
make it clear that a fair reuse price would be required only in the 
first sale of the project land. This would permit the public agency 
or nonprofit corporation to resell the land at a lower price, if that 
would best serve the needs of the community. There would, however, 
be no additional cost to the Federal Government. 

As a final comment on the urban renewal provisions of H.R. 4278 
and H.R. 3505 I should like to refer to a matter of terminology 
which seems important to us. By using the term “area assistance” 
instead of “area redevelopment,” H.R. 4278 avoids confusion between 
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the proposed program of assistance to depressed areas and the exist- 
in program of slum clearance and urban redevelopment. 

ith respect to the urban planning assistance program, we favor 
the enactment of section 105 of H.R. 4278, which would amend sec- 
tion 701 of the Housing Act of 1954 to make matching grants avail- 
able for urban planning in cities and counties of more than 25,000 
population if they are within areas of substantial and persistent un- 
employment. 

There is a similar provision in H.R. 3505, but it should be pointed 
out again that the eligibility rules under which “industrial rede- 
velopment areas” would be designated under H.R. 3505 are broader 
than the eligibility rules under which “areas of substantial and per- 
sistent unemployment” would be designated under H.R. 427s. 

Consequently, the latter bill would result in a larger demand on 
the funds provided for the urban planning assistance program, and 
drain more funds away from the localities that are eligible under the 

existing law. These localities, which are generally the metropolitan 
areas and the cities of less than 25,000 population, are still in need 
of assistance if they are to plan adequately for the anticipated ex- 
pansion of the urban population. 

This completes my prepared statement. I would be glad to answer 
any questions the committee members might have with respect to the 
urban renewal and urban planning assistance provisions of the bills. 

Mr. Parman. Thank you, Mr. Steiner. 

Gentlemen of the committee, we are in this position: We are a little 
behind in our program. 

Mr. Wendell Barnes, Administrator of the Small Business Admin- 
istration, is here to testify next. I am just giving you that information 
so you will keep it in mind in asking your questions of these witnesses. 

‘0 you desire to ask any questions ? 

Mr. Vantx. Mr. Chairman, I was going to suggest this: I have 
several questions, but I will submit them to the witnesses in writing 
and they can submit an answer. 

Mr. Parman. Would that be satisfactory ? 

Mr. Sretner. We will be glad to answer any questions Congressman 
Vanik has. 

Mr. Parman. And wecan put them in the record. 

Mr. Mrier. I have several questions also. 

Mr. Parman. Would you like to handle them in the same way ? 

Mr. Miter. That is perfectly agreeable. 

MarcH 27, 1959. 
Hon. CLEMENT W. MILLER, 
House of Representatives, Washington, D.C. 

Dear CONGRESSMAN MILLER: I refer to your letter of March 23, 1959, addressed 
to Community Facilities Commissioner Hazeltine concerning his testimony on 
March 17 before Subcommittee No. 3 of the House Banking and Currency Com- 
mittee on area assistance legislation. The questions submitted in your letter are 
answered as follows: 

(1) The current interest rates charged on public facility loans made pursuant 
to title II of the Housing Amendments of 1955 are: 4% percent for 30-year general 
obligation bonds and 4% percent for 30-year revenue bonds. Interest rates are 
adjusted downward or upward by one-eighth of 1 percent for each 5 years’ dif- 
ferential from the 30-year maturity, i.e., a 25-year general obligation loan would 
currently bear a 434 percent interest rate. The current interest rates were estab- 
lished September 24, 1958, in accordance with a formula devised to reflect changes 
—— yields on long-term Government bonds and various municipal bond 

ndices. 
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(2) In accordance with section 202(c) of the authorizing legislation (title II of 
the Housing Amendments of 1955), processing priority is given to applications 
from communities which had a population of less than 10,000 at the time of the 
1950 Federal census for loans to provide basic public works such as water, sewage, 
and gas systems for which there is an urgent and vital public need. Prospective 
applicants interested in other types of projects, or which have a larger popula- 
tion, are advised that the volume of priority applications on hand and anticipated 
makes it doubtful that favorable consideration could be given to a nonpriority 
application in the foreseeable future. 

In a letter dated March 19, 1958, regarding measures to accelerate federally 
aided construction, the President instructed the Housing and Home Finance 
Administrator to liberalize the public facility lease program “by extending 
eligibility for loans to communities of larger population and by broadening the 
eategories of public works eligible for loans.” Accordingly, processing priority 
was given to applications from communities with a 1950 population of up to 
50,000 for any type of public work which the applicant has legal authority to 
undertake, except school facilities. In a statement dated August 27, 1958, con- 
cerning the failure of Congress to enact any housing legislation in 1958, the 
President directed the Housing and Home Finance Agency to use the funds 
available under the public facility loans program by giving priority to the 
smaller applicants without established credit in private markets. The President 
noted: “This should meet the needs of these communities for such vital facili- 
ties as water and sanitation when funds are not available from private sources 
at reasonable terms.” Accordingly, the original processing priority for applica- 
tions under the public facility loans program was reestablished. 

(3) Of the $100 million authorized for public facility loans, a total of $55,912,- 
000 had been committed as of February 28, 1959, leaving a balance of $44,088,000 
available for other loans. At that date applications under various stages of 
review had a total value of $26,714,000. It is estimated that approval of these 
applications and those expected to be received during fiscal year 1960 will 
exhaust the statutory borrowing authorization. If, in the course of our annual 
fall review of budgetary needs for the budget relating to the succeeding fiscal 
year, i.e., fiscal year 1961, it appears that additional loan authorization will 
be required to continue the public facility loans program, we will so advise 
the Executive Office of the President for such action as is deemed appropriate. 

(4) Of the $48 million authorized for public works planning advances pursu- 
ant to section 702 of the Housing Act of 1954, as amended, a total of $24 million 
has been appropriated by Congress. In accordance with the President’s budget 
this agency has submitted a request to Congress to increase the appropriated 
funds by $7 million to a total of $31 million. As of February 28, 1959, out- 
standing net approvals for advances total $22,369,000 of the $24 million so far 
appropriated, leaving approximately $1,631,000 remaining for the balance of 
fiseal year 1959. The requested $7 million, plus an estimated $3.5 million in 
repayments, will support a program of about $11 million for fiscal year 1960. 
At February 28, pending applications totalled $9,563,000. If at a future date it 
appears that additional fund authorization is needed to continue the public 
works planning program, we will so advise the Executive Office of the President. 

To expedite printing of the hearings, I am sending copies of this letter to the 
staff of the Banking and Currency Committee. 

Sincerely yours, 
NoRMAN P. Mason, Administrator. 


Mr. Patman. And you, Mr. Johnson ? 

Mr. Jounson. That is agreeable. 

Mr. Parman. And that is agreeable with you gentlemen ? 

Mr. Sretner. Very much so. 

Mr. Patman. Very well. Thank you very much, gentlemen. 

We will call Mr. Barnes. 

We have as our next witness Hon. Wendell B. Barnes, Administrator, 
Small Business Administration. 

Mr. Barnes, we are glad to have you and we will be very glad to hear 
from you. 
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STATEMENT OF WENDELL B. BARNES, ADMINISTRATOR, SMALL 
BUSINESS ADMINISTRATION 


Mr. Barnes. Mr. Chairman and gentlemen of the committee, it is a 
pleasure for me, as Administrator of the Small Business Administra- 
tion, again to appear before this committee. You have invited me to 
discuss the area assistance legislation presently under consideration, 
and to tell you what the Small Business Administration has done to 
assist in distressed areas. I understand that representatives of the 
Department of Commerce will discuss in detail the specific provisions 
of various bills on area assistance. In order to avoid repetitions testi- 
mony and to save the time of this committee, I will confine my remarks 
to more general observations, and to the activities of this agency in 
area assistance and rural development programs. 

First, I recommend to this committee the enactment of the admin- 
istration bill, H.R. 4278. This proposal embodies a soundly conceived 
program which would—as I think it should place the major respon- 
sibility on local citizens, and has as its objective lasting improvements, 
rather than temporary relief. 

I recognize that the administration bill has been criticized as being 
inadequate. I do not feel that this represents a fair appraisal of the 
legislation. The administration bill must be nn in the light 
of existing programs and facilities found in the Federal Government 
which presently are being used or are being developed to carry out 
the aims of area assistance legislation. For example, the Honorable 
True D. Morse, Under Secretary of Agriculture, has described the 
rural development program, jointly conducted by the Department 
of Agriculture and other agencies of the Government, and what that 
program presently is doing to help rural areas. I would, therefore, 
with your permission, like to describe some of our programs presently 
in existence or planned, which supplement any area assistance pro- 

am. 

I know that the members of this committee are generally familiar 
with the financial, technical, educational, and procurement programs 
of the Small Business Administration. In many instances, these 
activities have contributed substantially to strengthening the economy 
of the varied communities which area assistance legislation is intended 
to help. Obviously, our business loan program is such an activity. 

I have made a review of the loans approved during the past 6 
months, and have found that a large number are made in rural areas, 
and are classed as rural development loans. In connection with this 
review, I have selected a list of such loans which total 394 for the 
6-month period ending January 31,1959. In my opinion, these loans 
were of significant help in increasing employment in rural areas. You 
will note that the total dollar amount is $26,906,304. This amount 
in itself is substantial, and I think each loan has a cumulative effect in 
strengthening the economy of the community. I would like to point 
out that I have omitted from this list many loans which were also made 
in rural areas but which would not directly increase employment 
because they were made to one-man businesses. 

May I interrupt, Mr. Chairman, to ask if my statement and the 
exhibits have been distributed to the members of the committee ? 

Mr. Parman. They are being distributed now. 

Mr. Barnes. Thank you, sir. 
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Mr. Chairman, I would like to submit the list of these loans as an 


exhibit. 


Mr. Parman. It will be inserted in the record at this point, without 
objection, Mr. Barnes. 


(T he material is 


as follows :) 


Loans approved during the past 6 months, Aug. 1, 1958, to Jan. $1, 1959, to 
businesses which are directly related to agriculture, or which could provide 
employment opportunities in rural areas 





























Amount | Number 
Borrower Location of loan of em- Nature of business 
ployees 
AUGUST 1958 
Glenn H. Wing..-.......-.-.- Bingham, Maine_...-.| $30,000 14 | Lumber mill. 
IO ere ocala ncseed Caribou, Maine....--. 35, 000 26 | Manufacturing charcoal bri- 
quets. 
Featherland Farms, Inc....| Sudbury, Mass.....--| 12,000 8 | Chicken hatchery. 
MOY W, POWGL....cc0n.cuce Glen Mills, Pa........ 4, 000 3 | Nursery. 
Herman Roberg........-.-- Wildwood, N.J_....--} 38,000 5 | Dragging for sea bass. 
The Smithfield Ham & | Smithfield, Va___.-.-- 85, 000 100 | Meatpacking. 
Products Co., Inc. 
Maclin Peanut Co., Inc....| Petersburg, Va_.....-.| 310,000 50 | Peanut dealer. 
big Manufacturing Co., | Norwood, N.C_.-..-.-- , 000 237 | Furniture manufacturing. 
ne. 
Whitley Milling Co_....... Goldsboro, N.C_..-.-..- 28, 000 9 | Feed mill. 
Hanes poe & Furniture | Mocksville, N.C_.-.--- , 000 185 | Furniture manufacturing. 
Co., Ine. 
Umphlett & Sons_-_...-.--. Moncks Corner, 8.C- 20, 000 42 | Sawmill. 
= Dixon Lumber Co., | Lake City, Fla_.._.-.- 130, 000 45 | Manufacturing lumber. 
ne. 
$e Worsted Mills, | Laurens, 8.C_........- 125, 000 150 | Manufacturing yarn, 
Cc. 
Conway Industrial De- | Conway, 8.C_......--} 40,000 225 | Textile plant. 
velopers, Inc. 
Suni-Land Dairy, Inc..-..-- Pascagoula, Miss.....- 50, 000 10 | Creamery. 
= — & Mascot | Glenville, Ga___....-. 4 15 | Pecan shelling. 
ecan 
Randard ‘Pextile Mills, | Dalton, Ga__........-- 15, 000 25 | Wool-spinning mill. 
J. W. Hayes Gin _._..._--- Rogersville, Ala ....-- 30, 000 7 | Cotton gin. 
ek in & Warehouse | Brundidge, Ala_.-._.-- 5 7 | Cotton ginners. 
0., Ine. 
Better Seafoods_- ...| Fort Pierce, Fla... .-- 40, 000 14 | Wholesale and retail seafood. 
Santa Rosa Milling Co __-| Jay, Fla.........-_--- 25, 000 9 | Processing and milling of feeds. 
Altoona Farmers Coopera- | Altoona, Bie, 8 , 000 9 | Farm-production supplies and 
tive Association. cotton gin. 
Koerber, Inc........-.----- of. wages Springs, 135, 000 133 | Poultry processing. 
a. 
R. C. Peacock & Sons.......| Campbellton, Fla_---- 14, 000 11 | Manufacturing livestock feed. 
Jesse Harold Livingston, Jr.| Belle Glade, Fla__----- 5, 000 60 | Harvesting contractor. 
oe, TS ee eee Lenoir City, Tenn_...| 165, 000 105 | Meatpacking 
<< ly & ‘er Feed & | Hernando, Miss...---- , 000 4 | Custom-grain milling. 
ling C 
Five Points “ain og ee Pinson, Tenn-_......- 12, 000 4 | Cotton gin. 
White Packing Co_.__.___- Vienna, Ga. ..-......- 110, 000 200 | Food processors 
Latham Grain Co..._...._- vores Center, 70, 000 7 | Elevator, feed mixing. 
0. 
Fisher’s Dairy, Inc.........| Stevens Point, Wis....| 135,000 35 | Milk processing. 
Mary’s Feed and Seed---_-- Dunkerton, Iowa_-.-.- 15, 000 7 | Feed sales, grinding. 
Cline’s Soil Service.........} Abingdon, Wiiicaleness 25, 000 3 ‘Warehousing and application 
of fertilizer. 
Paton Produce.........-..- Paton, Iowa......- 20, 000 10 | Egg, poultry. 
Valley Produce -___.......-- Granite coe Minn_.| 25, 000 10 olesale produce. 
Minot Livestock Auction..| Minot, N ..-----}| 60,000 7 | Livestock sales. 
Caswell Seed Co.......--.. Oakley, atone 100, 000 25 | Growing, harvesting, ng, jduying, 
and selling grass 
Ochsner, Homer M-........| Madison, Nebr-.. 16, 000 3 | Grain storage. 
—* R. L. Co., Inc.| St. Joseph, Mo 20. 000 4 Do. 
~~ oy Oe a 0., ae Independence, Kans. - 12, 000 3 | Retail shoestore. 
a ORO 5 cnsnsannee, Gothenburg, Nebr---- 8, 900 7 | Grain dealer. 
H. se K. Poultry & Feed | Arlington, Kans_...... 12, 000 3 | Egg production. 
Liberal Produce Co. ener | SE 10, 000 2 | General produce, feed. 
Pittman Bey GRRE VO” Na 95, 000 5 | Grain storage. 
King M g Co... x Pitisneld, Tl. 250, 000 42 | Feed mill, 
The bare w Wood Products, Pinesville, La.. 52, 000 105 | Sawmill. 
Woerner Warehouse, Inc...} Fredericksburg, Tex..| 75,000 6 -, wood, and mohair 
ealer. 
Texas Seed & Grain Co....’ Devine, Tex.........- 10, 000 3' Feed grain dealer. 
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Loans approved during the past 6 months, Aug. 1, 1958, to Jan. 31, 1959, to busi- 
directly related to agriculture, 
employment opportunities in rural areas—Continued 


nesses which are 








| 





Amount 
Borrower Location of loan 
| 
y 
AUGUST 1958 
Ansel Grain................| Rosenberg, Tex-.....- 25, 000 
Poole’s Poultry. -.......... ge Se 100, 000 
Crowley Feed Mill.....---- Crowley, Tex........- 25, 675 
No Mac Lumber Co- Plain Dealing, La__.-- 55, 000 
Clayton Feed & Supply. Rusk, Tex-- én 15, 000 
reat J. Feed & Cattic. Daingerfield, Tex___- 120, 800 
o., Ine. 
Moody hs aes Crosbyton, Tex --.-- --| 50, 000 | 
Rollison Elevator. DeWitt, Ark_. 36, 000 
Rich Grain Co._........--- peennet Springs, 38, 000 
olo. 
George Norcian Co_........ Dinuba, Calif._-__~-- 50, 000 
Oregon Dryer Co.._...-.-.. Oak Grove, Oreg----- 15, 000 
ean Pine Millwork | Prineville, Oreg_------ 30, 000 
Co. 
Montana Stone, Inc_.-_.--.. Monarch, Mont..._-. 40, 000 
Delaney & Sons-._--- Missoula, Mont-_.--- 80, 000 
— Lumber Co., Inc_- Ashton, Idaho. -_-_--.- 175, 000 
Van Valin Frozen Foods__- Snohomish, Wash-__-. 72, 000 
Smith & Nelson, Inc.......| Tonasket, Wash_- ---- 200, 000 
Electro Mechanical Prod- | Garden City, Mich.._} 250,000 
ucts Co. 
SEPTEMBER 1958 
Medomak Canning Co...-.| Rockland, Maine--.-- 250, 000 
—— Sand & Grav- | Cumberland, Maine-- 70, 000 
e] Co. 
Baxter Woolen Co., Inc_...| East Rochester, N.H_| 200,000 
Faltin Motor Transporta- | Manchester, N.H----- 250, 000 
tion, Inc. 
W. L. Allen Co., Inc._.-.-.. a): re 10. 500 
James E. Cushman----.-.--- Ohester, 8.0.......... 12, 000 
City —— Be Piet cht, Ara SP ee A 20, 000 
oa abode Biloxi, Miss_.........- 100, 000 
Pioneer ° Srovision Co. of | Grenada, Miss__-....- 125, 000 
Mississippi, Inc. 
City Lumber & Supply Co.| Winfield, Ala...-...-- 


Frank’s Fisheries ___ 
Caverna Farm Service. _..- 
Magoffin Farmers Supply-- 
Simpson Grain Co_..-.--.-- 
Earl Hale & Son.._-.-.-.... 
The Stuessy Feed Co--.---- 

Roland L. MeCreery- ...-- 
8. & H. Products Co., Inc. 
‘Gayse Hatchery & Produce. 


Farm Service Elevator Co. 
— Bros. Feed Stores_. 

Merrill Hatchery........-.- 
Palmer’s Elevator_.._-....- 
Fairview Elevator... ..--..- 
he: yo, eS 
Central Alfalfa, Inc_- 
Giltner Grain & Supply-... 


Viking Manufacturing Co. 


Delavan Grain Co-___-.-... 
John F. & Lydia Schom- 


Fort Cearney Grain Co_-.. 

—— Grain & Feed Co., 
ne. 

Farmers yore am & Ele- 
vator Co. 

Oyler, oes i. ‘Aerial Spray 


Serv 
Beasley Lambe Pepe 
H, & P. Wholesale Meats _- 





Cater Products, Inc.__.-... 


Curtice, Ohio--_-.--.-.-- 
Horse Cave, Ky-....-- 
Salyersville, Ky-..--.-- 
Huntington, Ind_--... 
Waverly, Ohio Se aid 
Belleville, Wis_-_-....- 


Pleasant Hills, Mo._-.- 
Fairview. Kans. Se eammepietl 
Garden City, Mo 

Lexington, Nebr 
Giltner, Nebr........- 


Manhattan, Kans....- 


Delavan, Kans_.-....- 
McLean, Nebr-__-- 


Kearney, Nebr__...--- 
Ainsworth, Nebr__-.-- 


Newton, Kans. -__._..- 






Wichita, Kans_-_-...... 


Cambria, Dl 
Chickasha, Okla. --.... 
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240, 000 


IN umber | 
of em- 
ployees 


oi 
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38. 
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or which 





could provide 


Nature of business 


-|-———- eo santa ee, 


Grain dealer. 

Poultry farms 

Prepared feeds for animals and 
fowls. 

Sawmills. 

Hay, grain and feed store. 

Animal food. 


Farm products. 
Grain elevator, 
Grain dealer. 


Fruit processing and packing, 

aoe, dry kiln manufactur- 
ng. 

Millwork. 


Building stone quarry. 

Sawmill 

Lumber manufacturing. 

Processing of frozen foods, 

Fruit packing and cold storage, 

Manufacturing transportation 
equipment. 


Fruit and vegetable canning. 
Sand and gravel dealer. 


Manufactures woolen textiles, 
Trucking. 


Logging. 

Milk and dairy products 
dealer. 

Slaughtering. 

Seafood dealer. 
Meatpacking 


Lumber dealer. 

Commercial fishing. 

Farm equipment dealer. 

Feed, seed dealer. 

Feed, hay dealer, 

Feed dealer. 

Farm products storage. 

Grain storage. 

Alfalfa mill, dehydrating. 

Hatchery and produce dealer. 

Ranching, agriculture dealer. 

Feed and dealer. 

Milling and sale of feeds. 

Baby-chick hatche 

Grain elevator and feed. 

Grain elevator storage. 

_ g hatchery and poultry farm. 
Alfalfa milling. 

— storage and farm sup- 

es. 
Farm machinery manufactur- 


Grain elevator. 
Do. 


Grain storage. 

Manufacturing and sale of 
farm feeds. 
Feed mill and elevator. 


Crop spraying. 


Lumber business. 

Wholesale and processing of 
fresh and cured meats. 

Feed mills. 
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Loans approved during the past 6 months, Aug. 1, 1958, to Jan. 31, 1959, to busi- 
neases which are directly related to agriculture, or which could provide 
employment opportunities in rural areas—Continued 





Borrower | 


SEPTEMBER 1958 
Ray Smyth Grain Co..... 


Spencer Poultry Farm 
estern Grain Co. .....-.-. 
Texas Sesame Growers, Inc. 
North Industrial Ware- 
housing Co., Inc. 
Nunn Provision Co 
Seott Lumber Co 
Jackson County 
ment Co., Inc. 
Wiedeman’s Dairy......-.-- 
Knippa Dryer & Elevator. 
El Rancho Milling Co. -.... 
Channel Lumber Co., Inc.- 
Smith-Sonnleitner Cookie 
Co. 
C. George Frahm 
Fruit Industries Research 
Foundation, Ine. 
T. & 8S. Tie Mills, Ine._-.--- 
Hess Michigolden_.....-.-.-- 
Charles Stanley Cranson-.- 


OCTOBER 1958 
Rumford Lumber Co. - ---- 


Carleton C. Denico- -- 
Morin & Morin, Inc. - 
Proven Paper Manufactur- 
ing Co., Ine. 
8 ee 
Sven Morck 
Turgeon Nursing Home..-- 
Annalee Doll’s 


Yankee Homecraft Corp. -- 

The A. J. Wade Dairy 
Farms. 

Dart’s Dairy, Inc. .-...--.-- 


Ramos Iron Works, Inc---- 

Nu-Conn Construction 
Co., Inc. 

Central Canning Co., Inc_- 

Con-Agg, Inc 

8. _ EN 


J. B. C. Co. of Madera-.-.- 
Williams Window Co-.---- 


Shenvalee Lodge, Inc... ._.- 

Famous Virginia Foods 
Corp. 

Everdure, Inc....-..---.---- 

Tru-Pak Products Co., 


Inc. 
Wellons Candy Co-...------ 
Ray Lumber Co., Inc. and 
Piedmont Flooring & 
Mnalecturing Co. 
Burlington Molding Corp-- 


Norman Harris & Son_---- 
Moon & Sons. _-...-------- 
Fuller Lumber Co. and 
Fuller Poultry Co. 
——_ Asphalt Refining 


0. 

Opelike Welding, Machine 
& uy Co., Ine. 

Harold Lane Corner -----..- 

Pruet Lumber Co-.._..---- 





Location 


Aledo, Tex 

Star City, Ark...-..-.. 
Brownfield, Tex__...-- 
, . \, Se a 
p.  *y 


Blytheville, Ark. --_.-- 
Mount Ida, Ark - _-.-- 
Tuckerman, Ark-__-..- 


Piggott, Ark 
Knippa, Tex 
Clovis, N. Mex. .-.-.--. 
Craigmont, Idaho___-- 
McMinnville, Oreg- .- 


Mount Vernon, Wash. 
Yakima, Wash 


Woodland, Wash - -_-- 
Hemlock, Mich 
Grand Lodge, Mich... 


Rumford, Maine_-.-.. 


Caribou, Maine___..-- 
Ashland, Maine- -- --- 
Norwood, Mass-_------ 


Claremont, N.H__---- 
Meredith, N.H-_-_-..-- 


Somerville, Mass_....- 
Bloomfield, Conn. -_-.-- 
Manchester, Conn. -_- 


Naugatuck, Conn_-_-__- 
Sherman, Conn 


Cedarville, N.J_------ 
Swedesboro, N.J_----- 
i ate ae 

0. 


Madera, Pa____...---- 
Salem, Wik. -ecciacced 


New Market, Va-...-.-- 
Lynchburg, Va--_-.---- 


Orange, Va_-_-.-------- 
Rutherfordton, N.C -_. 


Opelike, Ala--.--....... 


Millport, Ala__......- 
Lineville, Ala_____...- 





88046—59-—30 





| Amount 
| of loan 


175, 000 
12, 000 


250, 000 

45, 000 
230, 000 
200, 000 


50, 000 
20, 000 








Number 
of em- 
ployees 


SS aoe ao 


BB aS BB 





Nature of business 








Farm product, warehousing 
and storage. 

Poultry hatcheries, 

Farm products. 

Agricultural services. 

Farm product warehousing 
and storage, 

Wholesale foods and meats. 

Sawmill and planer. 

Sale of farm equipment. 


Dairy products. 

Grain storage. 
Livestock. 

Sawmill. 

Cookie manufacturing. 


Nursery. 
Fruit research. 


Rasneber mill. 
oultry processing, 
Mobile feed mill. 


Retail lumber and building 
supplies. 

Construction. 

Logging camp and sawmill. 

Manufacturing paper butter 
chip plates. 

Retail milk. 

Motel. 

Nursing home. 

apapamoturing customer dis- 
play. 

Manufacturing handcraft knit- 
ting units. 

Retail milk. 


Processing and distribution of 
dairy products. 

Steel fabrication and erection. 

General contractor. 


Processing canned fruits. 

Sand and gravel mining. 

Wholesale fruit. 

Wholesale fruit, produce, and 
frozen foods. 

Manufacturing clothing. 

Building specialties home im- 
provements, 

Hotel and restaurant. 

Food manufacturing. 


Wood processing. 
Manufacturing safety pins. 


Manufacturing confectionery. 
Oak sagen and lumber prod- 
ucts. 


Molders of all types of plastic. 
Insulation, weatherstripping. 
Road and bridge contractors. 
Lumber dealer. 
Manufacturing cements. 
Specialty metal fabricators. 


Cotton gin. 
oa. turing and retail lum- 
r. 
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nesses which are directly related to agriculture, or which could provide 
employment opportunities in rural areas—Continued 





























Amount | Number 
Borrower Location of loan of em- Nature of business 
ployees 
OCTOBER 1958 
Fletcher Tractor Co........ Quincy, Fla......-.--- $56, 000 12 | Farm equipment dealer. 
a ee Prod- | Palatka, Fla__......-- 11, 900 8 | Manufacturing fiberglass boats, 
uc c. 
W. V. Ramsey Co_..-_---_- Mountain City 34, 000 20 | Variety store. 
Pine View Manor_-..-_...- Panama City, > ---| 37,800 12 2 and convalescent 
ome. 
ee Ready-mix Con- | Booneville, Miss--.--..- 10, 348 Concrete. 
crete Co. 
Bolivar Frosted Foods, Inc.| Bolivar, Tenn.__-...-- 200, 000 100 yw fruits and vegetable 
ealer. 
k Feed Mill__...... Brooklet, Ga__......-.- 40, 000 3 | General livestock feed dealer. 
Arnold Brick Co.-......... Thomasville, Ga._.--- 25, 000 12 | Clay brick manufacturing. 
Bros, Co....----- poosa, Ga_...--_. 33, 000 12 | Wholesale grocery, feeds, hard- 
ware, and bi mater- 
ee i. dt Statesboro, Ga__-....-- 100, 000 19 | Motel. 
Tifton Feed & Milling Co__| Tifton, Ga__.........- , 000 6 | Custom-milling feeds. 
B w Mani Canton, Ga_-...-.--.. 150, 000 40 | Manufacturing feeders, and 
equipment for try. 
chee Morral Lauber Co On. Morral, Ohio.........- 100, 000 11 | Farm-supply dealer. 
TUG, Piqua, Ohio._......... 000 3 | Retail lumber 
Fort Hart tone Co., | Hartford, Ky--..-.-..- 2 30 | Stone quarry. 
Mare Creek Sand Co., Inc..| Mare Creek, Ky------ 15, 000 5 —_ processing and byprod- 
Vernon Summer Furniture | Vernon, Ind__........- 50, 000 30 ae wooden out- 
Co., Inc. door summer furniture. 
by 5 Fossan Construction Ottumwa, Iowa.--..-- 75, 000 35 | Construction. 
Shuttleworth Foods, Inc...| Warren, Ind_--__..--- 200, 000 140 | Canning. 
Franzenburg Provision Conrad, Iowa_--..-.-..- 75, 000 18 and sale of fresh 
ap and smoked meats. 
Newton Hills Dairy Co--..-. 16, 000 6 | Dairy. 
Rose M. Zupfer........-..- 20, 000 5 | Nursing home, 
2 A M Co., 6, 000 5 | Farm-implement dealer. 
Robert Thedin_.._........-. 27,000 6 | Motel. 
W.w W Cock Co. ear 50, 000 16 | Strip coal mining. 
Walker Products Co., Inc. 98, 000 6 | Grain storage. 
Wright Grain Co., Ine twee 170, 000 9 Do. 
road OE ET Re B 75, 000 11 | Cheese factory. 
ethany Cheese Co. Meee 65, 000 25 | Manufacturing cheese 
Hannibal Quality Dalry, 15, 000 4 | Manufacturing pow dered milk 
c. 
Nolan Grain Co__....__.... Westphalia, Kans _._.| 140,000 5 | Grain dealer. 
Skyline Motel___..........- Elwood, Kans...._....| 35, 000 6 | Motel. 
Aromatic Cedar Products_.| Gainesv ‘ile, Mo....._- 22, 000 9 | Manufacturing fencing. 
Chrome Fixture Manufac- | Stanley, Kans._.__._-._| 150,000 81 | Manufacturing tubular steel 
turing Co., Inc. products. 
Daniels Machine Works___| Ainsworth, Nebr._---- 15, 000 5 “Kae cated farm machin- 
ery. 
Cox Gr & Locker..... Rose Hill, Kans_._.__- 35, 000 6 | Grocery, meat locker. 
Beaver G Corp., Inc...| Beaver, Kans-_-_--..-- 183, 000 5 | Grain, feed, fertilizer dealer. 
Hotel Belleville_.......___. Belleville, Il]_.......-- 50, 000 30 | Motel. 
Gulco Grain Co __...__..-. San Marcos, Tex_____- 125, 000 4 | Grain storage. 
i Farms of Colo- | DeQueen, Ark____.__- 250, 000 244 | Poultry packing. 
Billy fy 4 Puterbaugh ene Fordyce, Ark_......-- 20, 000 35 | Builders’ supplies. 
Claude Ray Lumber Co...| Wickes, Ark_.-_..-.-- 60, 000 40 | Manufacturing pine lumber. 
Carriers’ Bmp ee Sulphur, La__..-...-..| 120,000 40 | Poultry packing. 
C & S&S, Dairy............. Covington, La__...... 26. 000 5 | Dairy. 
Faircloth Handle Co._____- 6, 500 7 | Manufacturing broom handles, 
Edna Tractor Co__.._....- 15, 000 5 | Farm-implement dealer. 
Gross Feed Store_.._....... Bo : 20, 000 13 | Feed dealer. 
Hog Heaven Farm, Inc_..__| Lubbock, Tex... 20, 000 7 | Livestock. 
ae Dryer & Storage Brinkley, Ark 185, 400 6 | Grain dryer and storage. 
J. L. Colville.-.-.........- Pampa, Tex__-_.----.- 10, 000 15 | Road construction. 
Town Pride a eee Spanish Fork, Utah-_. 32, 000 10 | Dairy products store. 
Norwalk Juicers, Inc__.-..-- St. George, Utah..__--. 12, 000 8 | Man — food-products 
machinery 
Harms Bros., Inc___.....-- Fleming, Colo____---- 12, 375 6 | Grain ee 
Christie Planing Mill. __.-. Arcata, Calif.....----- 75, 000 25 | Planing m 
Dickey Fagms----.-_...--.- Bengen, Wash. ___...-. 20, 000 45 | Wholesale fe veretables 
Bur d ber Co-_-__..- er, Oreg_........- 75, 000 44 | Lumber 
Timber Tractor Co., Inc. Springfield, Oreg.....- 125, 000 74 Cran corte dealer. 
and Hale Bros. 
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Amount | Number 
Borrower Location of loan of em- Nature of business 
ployees 
OCTOBER 1958 
Noblecraft Wood Products.| Beaverton, Oreg _-...- , 000 6 | Millwork. 
g—n Lake Improve- | Diamond Lake, Oreg..| 50,000 39 | Camping grounds, cabins, 
ment Co. 
“en Bros. Lumber | Camas, Wash.-....-.- 30, 000 18 | Sawmill. 
Robert D. O’Connor_...... piissoule, Mont....... 28, 000 21 | Concrete. 
Ralph Vernon Compton. -. bg P Mont.-_... 25, 000 3 | Livestock feed, 
Gem Creamery -_..-.-...-..- Emmett 4 Reb 20, 000 8 Seasmsery. 
Bertie’s Poultry Farms_...| Twin Falls, I ate 152, 500 65 
Filer Roller Mills. ........- Filer, Idaho...._.....- 85, 000 3 Feed grain. 
Hansen & Peterson, Inc....| Mount pa Wash_| 60,000 17 | Feed, 
Amber Steel Co....--.----- Rialto, Calif _*__.-..- 20, 000 20 | Reinforcing-steel contracting. 
Excell Too] & Die.........- ey Calif... -- 10, 000 7 eee wane engi- 
neering, 
Alert Cleaners. -_........-.-- Compton, Calif. ...... 8, 000 15 | Cleaning plant. 
Townsend Tool Co__.-....- Roseville, Mich rade 50, 000 27 | Tools. 
Weld-Dun Welding Co__..| Melvindale, Mich...-- 33, 000 8 | General welding shop. 
NOVEMBER 1958 
Farmington, Maine_..| 15, 000 7 | Grocery. 
Lunenburg, Mass. .-.-- 400, 000 58 | Ready-mix concrete, 
.-| Claverack, N.Y...--.- 75, 000 15 | Feed mill. 
Stephenson Equipment. .-...| Harrisonburg, Pa---.-.- 40, 000 15 | Industrial equipment, 
Corn Valley Packers, Inc..| Danville, Va__.....--- 60, 000 54 | Meatpacking. 
Hogs ¢ Zuspan Materials | Mason, W. Va---.-.---- 30, 000 15 | Lumber, building material, 
0., Ine. 
The Salem Glass Co_-......| Salem, W. Va___-.---- 10, 000 50 | Glass manufacturing. 
Norwood Brick Co........- Lillington, N.C__.-._- 100, 000 31 | Brick manfacturing. 
Bush & King os Co.| Taylorsville, Miss_-... 80, 000 25 | Road construction. 
Quirino Rivera Negron....| Aguas Buenas, P.R...| 16, 000 20 | Stone quarry. 
— Clinic & Hospital Fairhope, Ala_.-......- 100, 000 70 | Clinic and hospital. 
gouthiland Sox, Inc........- Fort Payne, Ala...... 200, 000 200 | Hosiery mill. 
Miller Lime Pit.......----- Florala, Ala.......-.-- 125, 000 10 mpneresariag agricultural) 
Frank Roark.........--.... Pigeon Forge, Tenn...| 15,000 11 —— ‘wn. 
Drum’s Quick Lunch-......| Gatlinburg, Tenn_--..- 8, 000 8 | Restaurant. 
Harriman Welding Supply | Harriman, Tenn---._- 30, 000 7 | Welding supplies, 
& Harding and Silvey 
Scrap. 
Garrett Lumber Co_-_._-~-- Mayland, Tenn._.--.. 26, 000 20 Lecsing. 
meer & Flowers Sawmill | Troy, Tenn.....-...--. 24, 000 34 | Sawmill. 
0. 
Cleveland Lumber Co-.-.-.- Cleveland, Ga_-__..--- 85, 000 40 | Lumber finishing. 
H. M. Bengsberg.-- .--- West Salem, Wis._.._. 7, 250 7 | Crushed rock. 
Meckum Engineering, Inc..| Ottawa, Il]_-._...--__- 100, 000 78 abe a | 
—e Produce & Mill- | Rowley, lowa__..----. 21, 500 3 | Feed m 
Stamp Milling Co_........| Lake Mills, La__....-- 48, 000 3 Do. 
Black Hills Chemical & | Custer, 8. Dak.....__- 110, 000 12 | Feldspar milling. 
Feldspar Corp. 
Winger Concrete Products.| Hazelhurst, Wis- --. .- 30, 000 7 Masatremnten concrete prod- 
ucts. 
ea County Implement | Miller, S. Dak_._....-. 20, 000 9 | Farm implement dealer, 
0. 
os Grain & Supply, | Broken Bow, Nebr-....| 201, 800 15 | Grain storage. 
Independent Grain Co._...| Belleville, Kans_..._-- 200, 000 4 Do. 
neton Mill & Elevator | Lexington, Nebr. _--_- 35, 60 | Feed mill, 
Clande Lark & Son_.......| Eagleville, Mo__....-- 10, 000 4 | Welding, 
"a al Crown-Nehi Bot- | Coffeyville, Kans. .... , 000 15 | Carbonated beverages. 
ing Co. 
ae Imple- | Lawrence, Kans__-...- 12, 000 5 | Farm implement dealer. 
ment 
Day Bros. Contractors... -- Moran, Kans........-- 20, 000 20 a and building contra 
McCoy Implement Co..... Hugoton, Kans......-| 10,000 5 Farm aa dealer, 
McHoma Lodge.._........| McAlester, Okla......| 100,000 6 | Tourist 
L. P. Stephens & Co... Coushatta, La........| 85,000 16 | General oe 
Wendelken Machine Shop - Hone ng od ) aS aX 26, 000 10 | Machine shop, 
Farmers Feed & Sy ty Seguin, Tex._......... 15, 000 8 | Feed mill. 
Galloway Lumber Clarksville, Ark 80, 000 74 | Sawmill, 
er Electric Gin. .._..... Kress, Tex............ 98, 700 24 | Cotton gin. 
— Ready-Mix Con- nnis, Tex............ 238, 000 5 te. 
vi n Johnson Lumber Co.! Plain Dealing, La-..... 5, 000 33 | Sawmill, 
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Loans approved during the past 6 months, Aug. 1, 1958, to Jan. 31, 1959, to busi- 
nesses which are directly related to agriculture, or which could provide 
employment opportunities in rural areas—Continued 




















Amount | Number 
Borrower Location of loan of em- Nature of business 
ployees 
NOVEMBER 1958 
Mowrer Farms......--.---- Turlock, Calif_......-- $242, 429 74 | Turkey processing. 
Frank’s Foods-.......--.---- es ES AS Mannemee % 10 Manapening of meat prod- 
ucts. 
Rest Harbor Sanitarium_..| Gresham, Oreg-..._-.-.- 20, 000 20 | Nursing home. 
Sweet Home Veneer, Inc.._| Sweet Home, Oreg.---| 160,000 55 | Manufacturing of Douglas-fir 
veneer. 
Oregon Turkey Growers...| Salem, Oreg--..-...---- 36, 000 145 | Processing and marketing serv- 
ices for turkey growers. 
Bethel Planing Co-_------.- Eugene, Oreg...------ 20, 000 38 eee TENS and 
c rying. 
by eid Manufac- | Helena, Mont--....--.- 325, 000 30 | Clay and brick manufacturing. 
g Co. 
Lost Creek Lumber Co....| Kalispell, Mont-_--_-- 60, 000 40 | Lumber manufacture and 
wholesale — sawmill. 
Ernest E. Hunt-.....--.-.- PEAT, DIONE. «5 ncway-< 50, 000 23 | Sawmill and logging camp. 
Vita-Rich Dairy, Inc-_--.--- Havre, Mont-........-- 180, 000 20 | Processing and distributing of 
dairy products. 
OS, Nile iP ee elie Caldwell, Idaho-x-.--| 50,000 7 | Dairy products. 
Security Seed & Supply Co.} Twin Falls, Idaho--... 40 000 6 | Seed and feed painese. 
Hill M i icinatis Sulton Terreton, Idaho.....-- 75, 000 9 | Seed, feed, and grain 
L. R. Strother Co-...-.---.- Parker, Wash-_---_.---- 12, 000 4|,W holesale y veg of hay and 
grain 
A&A Poultry Ranch-...-. Wilmington, Calif....| 35,000 12 | Buying and processing poultry. 
Cal-Dise Grinding Co-___--- El] Monte, Calif..._--- 25, 000 9 | Metal grinding job shop. 
Wenting Building & Man- | Muskegon Heights, , 21 | Wood products. 
ufacturing Co. Mich. 
DECEMBER 1958 
Shannon L. Cushman...---- Port Clyde, Maine--.- 3, 500 1 eg fishing. 
Fike & Sons -_.....-.-.-.-.- Uniontown, Pa... ---- 283, 500 90 
Benthall Machine Co., Inc_} Suffolk, Va.-..-...-.-- 225, 000 70 Ma ‘anufacturing peanut com- 
nes 
Farmers euipes Soe ES) Belhaven, N.C__..-... 15, 000 5 | Retail oa and seed. 
Garner Seed Co________---- Yazoo City, Miss---.-- 20, 000 3 | Retail see 
= Industry Suppliers, | Santurce, P.R......--- 12, 000 2] Retail =a dairy equipment. 
Warrior peeer Poultry, Inc.| Jasper, Ala_.........-- 250, 000 50 poay xy pencneing. 
Sardis M AR hgadesinve ardis, Ga__._.......- 20, 000 3 
su reme Feo & Fertilizer | Philadelphia, Miss..__| 60,000 15 Feed, fertilizer mixing. 
51 Feed & Milling Co., Inc.| Oakland, Miss-_......-. 10, 000 6 | Feed mill. 
—. me Os tae Warehouse | Hawkinsville, Ga_-.-- 20, 000 5 | Cotton and corn storage. 
n Co 
Camp Grain & Milling Co._| Talladega, Ala_._...-- 100, 000 48 | Feed mill. 
as. - ae County Canning = Grove, 80, 000 20 | Canning tomatoes. 
0. 0. 
Clouse-Snider Dairy, Inc_..| New Lexington, Ohio_| 84, 000 16 | Dairy. 
Heidiger Dairy..........---. Neillsville, Wis---.-.-- 150, 000 7 pet RENE powdered milk. 
“ . eS ee 20, 000 8 | Feed mill. 
Ashley Machine Co__-.__--- Greensburg, Ind_----- 30, 000 10 | Manufacturing poultry pick- 
ing equipment. 
ae Lake View, Iowa__--.- 10, 000 4| Dairy. 
ee reel Feed & Sup- | Chetek, Wis-_--....... 138, 000 65 | Poultry processing. 
Campbell Lumber plate Campbell, Minn_....- 18, 000 15 | Retail lumber. 
Bailey Feed Co., Inc....... Elk River, Minn__-... 50, 000 9 | Feed. 
Trejan Seed Co., Inc....... Olivia, Minn_......... 100, 000 26 | Seed processing. 
Ludke’s Feed Service_-__... “ve 10, 000 1 | Feed mill. 
Revier’s Hatchery __......- Veblen, 8. Dak__.-.... 10, 000 2 | Hatchery, feed. 
William L. Harrison__..... Raymond, Kans__---. 2, 800 1 | Grain, hardware. 
7 ue Renfrow Feeder | West Plains, Mo-..-.-- 15, 000 4 | Feed, farm supply. 
1) % 
meek Packing aa euitaas Scottsbluff, Nebr_...-. 100, 000 28 | Meatpacking. 
Mid States Grain Co__..._- Nebraska City, Nebr..| 135, 000 5 | Grain storage. 
ey Milling & Supply | Freeburg, Tll_.....---- 70, 000 6 | Feed, d 
0., Inc. 
Massey i ele Norman, Okla..-.....| 20,000 6 | Grain dealer. 
Elwood A. Billiot........-. Marrero, La.........-- 10, 000 6 | Fishing, fur trapping. 
Walker oo Service_-... Edoouch, BEE cree con 15, 000 4 | Crop dusting. 
Tomball Warehouse, Inc...| Tomball, Tex-....-.-- 69, 420 4 | Grain storage. 
Kincaid Feed & Turkey Eastland, yee 56, 000 12 | Farm supplies. 
» Hatchery, Inc. 
Tower Seed Co-.......-..... Monroe, La.......-..- 6, 500 2 | Garden supplies. 
aan Poultry Co., | Jasper, Tex--.....-... 60, 000 90 | Poultry processing, 
ne. 
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Loans approved during the past 6 months, Aug. 1, 1958, to Jan. 31, 1959, to busi- 
nesses which are directly related to agriculture, or which could provide 
employment opportunities in rural areas—Continued 


























Amount | Number 
Borrower Location of loan of em- Nature of business 
ployees 
DECEMBER 1958 
or ey = Feed & Seed | Valo, Oreg_.-......... $36, 000 11 | Feed and seed. 
0., Inc 
James P. Heath.__... Canyonville, Oreg..... 70, 000 9 | Logging. 
Reser’s Fine Foods_.- Cornelius, Oreg- 12, 000 20 | Manufacturing salads. 
Vollmer & Sons, Inc__.....| Bozeman, Mont__. 35, 000 8 | Wholesale meats. 
me Knudson Lumber Ellensburg, Wash__... 40, 000 17 | Lumberyard. 
n 
Farmers Exchange___...... Kennewick, Wash__..} 20,000 8 | Garden supplies. 
Harper Elevator Co_.....-- North Branch, Mich..| 100,000 17 | Grain storage. 
Chipman General Store & | Grant, Mich_......._. 15, 000 3 | Store, locker plant. 
Locker Plant. 
JANUARY 1959 
Seaboard Poultry Co--..---- Lubec, Maine... ----.- 18, 000 5 | Hatching eggs. 
Cold Spring House, Inc....| Wickford, R.I...----.- 112, 000 22 | Hotel, restaurant. 
Forest Products Associates.| Greenfield, Mass......| 25,000 4 | Kiln-drying hardwoods. 
Handy Landing. Laconia, N.H_-------- 26, 000 10 | General store. 
Campbell’s holesale | St. Albans, Vt..-.----.- 20, 000 3 | Produce wholesaler. 
Fruit & Produce. 
Jay-Crawf Lumber Onp.- East Burke, Vt...---- 20, 000 14 | Lumber mill. 
Del Glass Co-_....-...- -| Beacon Falls, Conn--- 18, 000 18 | Glass cutting, etc. 
. L. Zimmerman. -----.--- Clearfield, Pa.-...-.---- 70, 000 8 ~*~" gegen concrete 
Winebarger Corp..-..- ...--| Lynchburg, Va-..--.-- 55, 000 56 ae church furni- 
ture. 
Jones Lumber Co., Inc-...-- Warsaw, Va.....------| 20,000 16 | Lumber mill. 
Roy Erickson Co_-..-..--- Harrisonburg, Va----- 25, 000 7 | Veterinary ‘eens 
ay Town Grain & | Charles Town,W.Va.| 34, 18 eed dealer 
covet Spinning Mill Co., | Clover, S.C.--..--..-- 350, 000 246 | Cotton-spinning mill. 
H E. Crawford Co., Inc_..| Kernersville, N.C.....| 150,000 140 a ~~ ara knitting ma- 
W. D. Holmes Wholesale | Edenton, N.C_------- 100, 000 25 | Wholesale grocery. 
Grocery, Inc. 
Sampson Dairy..........-- Mango, Fla- -.-.-.------ 48, 147 5 | Dairy. 
Plateau Hatchery, Inc--..- i ,, ee 36, 000 20 | Chick hatchery. 
Moises Marin Baez-...-.---- yayare, Pde... --<ccxo~ 11, 000 4 | Dry goods and furniture store. 
Clover Mills, Inc. _-.._-. Douslasviile, G6... 5.0 140, 000 20 | Spinning mill. 
rm 2 Hardware & Sup- Blue Ridge, Ga--..--..-. 25, 000 5 | Hardware. 
p 0. c 
La Electrica Men’s Store...| Cabo Reje, P.R------.. 10, 000 6 | Dry goods, men’s shoes. 
Pike Dairy Products, Inc..| McComb, Miss....-..| 50,000 13 | Dairy. 
Weir Planing Mill_.....--. Weir, Miss.........-.- 15, 000 23 | Pl mill. 
Iceland Gardens, Inc... .. Dayton, I sc miatcienin 10, 000 150 | Food processing. 
C. & 8. Trading Co........| Manchester, Tenn_...| 40,000 10 | Food mill. 
Fiechtner Bros. Packing... Fostoria, Ohio_-_.-...- 215, 000 98 | Meatpacking. 
Metzger Elevator, Inc... Gover, i 85, 000 8 | Grain storage. 
— Morgan ospital, | Mayfield, Ky-.-..---- 200, 000 65 | Hospital. 
i. Brick Co........| Galesburg, Ml_.--...-- 150, 000 128 | Manufactu: bricks. 
Central Iowa Milling Co.-- Bagley, Iowa... .----- 200, 000 7 | Livestock food dealer. 
Meinerz Creamery Co-_-_...| Fredericksburg, Iowa.| 150, 000 17 | Creamery. 
— Creamery Associa- | Preston, Iowa..-...... 125, 000 5 Do. 
on. 
Hagen Construction Co....| Alamo, N. Dak......- 130, 000 20 | Earthmoving. 
Redwood Farm -__--._-.-..- Chippewa Falls, Wis..| 38, 000 3 | Cages, chicken farm, 
Anderson Turkey Hatch- | Frazee, Minn---..--.- 35, 000 5 | Poultry hatchery. 
ery. 
Altura Elevator Co....-... Altura, Minn_-__.....- 75, 000 10 | Manufacturing poultry feeder. 
Jack Frost Hatchery Co...- J Cloud, ger or REE 80, 000 70 | Hatchery 
Batcheller’s Farm Store..-- Worthington 20, 000 7 | Farm machinery dealer. 
Farm & Home Lumber, | Ortonville, Mine neal 15, 000 4 | Retail lumber. 
c. 
Linn Grain Co_.._...-....- Neodesha, Kans___...- 30, 000 4 | Grain. 
Grooms Implement Co.__.- St. Joseph, Mo.____--- 46, 500 8 | Farm machinery. 
LeRoy Bromley.._........- New Cambria, Mo... 6, 000 4 | Sawmill. 
Weeden Excavators........| Liberal, Kans_........| 30,000 6 | Excavating. 
= Bros. Lumber | Vienna, Ill._.-..------ 40, 000 30 | Sawmills. 
Patton Bros. Welding Co_.| Omaha, TIl__.-._.._--- 12, 000 6 | Water well drilling. 
Lawrenceville Central Lawrenceville, | 20, 000 15 | Wholesale tobacco. 
bd Candy Co., Inc. 
illingsley Nurs’ Home.| Heavener, Okla..._..- 40, 000 il | Nursing home. 
ce Rest Home...| Carlisle, Ark....------ 35, 000 6 | Rest home. 
Cotton Products Co., Inc. .} Opelousas, La._.....-- 350, 000 77 | Cotton seed oil. 
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Loans approved during the past 6 months, Aug. 1, 1958, to Jan. 31, 1959, to busi- 
nesses which are directly related to agriculture, or which could provide 
employment opportunities in rural areas—Continued 

















Amount | Number 
Borrower Location of loan of em- Nature of business 
ployees 
JANUARY 1959 
Mathia Grain & Elevator | Mathis, Tex__-......-.- $235, 000 20 | Grain storage. 
Sonora Feed & —_ ae ie err 15, 000 6 | Animal feed. 
Dick House’s G ouse- | Paris, Tex_....---.--.- 10, 000 3 | General merchandise stores. 
keeping Shoppe. 
Darnell Lumber Co_____--- Carthage, Tex__.....-. 5, 000 48 | Sawmills. 
Torrington Cement Prod- | Torrington, Wyo___--- , 000 13 | Manufacturing concrete ma- 
ucts. sonry products. 
Aztec Lumber Co., Inc___-- Aztec, N. Mex..--...- 75, 000 12 | Building materials dealer. 
Berchem Meat Co_....-..- DUE, GUN Loe caned 95, 000 22 | Slaughterer and wholesale beef. 
Opaees Lumber Co., | Eugene, Oreg----.-.-- 150, 000 67 | Timber. 
ne. 
Dave Cook Produce.......- Missoula, Mont... --..- 6, 000 3 |} Produce wholesale. 
Livingston Lumber Co_._..| Salmon, Idaho-_-___-- 35, 000 3 | Logging. 
Carroll Mill Co., Inc_.-..-- sedro Woolley, Wash-.} 125,000 40 | Milling. 
Prairie Lumber Co___..-.-- Grangeville, Idaho_.-- , 000 33 | Sawmill. 
Jack C. Barfoot............ go “See 12, 500 3 | Poultry processing. 
Elmer F. & Rose McGuire_| Clarkia, Idaho--__.__-- 8, 600 4 | General store. 
Ramont’s Floral Arts....-- Yucaipa, Calif... _.. 55, 000 56 * anufacturing artificial 
owers. 
Fell Lumber Co__._........ Banning, Calif......-- 30, 000 7 | Wholesale lumber. 











Mr. Barnes. In addition to business loans made in rural areas, 
many of our loans are made in labor surplus areas and although they 
are made as regular business loans they constitute a substantial amount 
of assistance now being rendered in these areas. About a year ago 
we checked and found that approximately 20 percent of our loans 
were being made in labor surplus areas. We do not segregate these 
loans and do not have current figures. However, if that percentage 
continues to hold true, and we think it does, we are now lending 
between $4 million and $5 million per month in labor surplus areas 
in all sections of the country. 

We are not authorized to consider these loans on any credit basis 
other than business loans in other areas, and I do not recommend 
that any change bemade. We have instructed our financial specialists 
in the field offices to indicate those cases where a business loan is 
located in a labor surplus area and have given the processing of these 
loans first priority. Thus the surplus labor location is considered 
and is an additional factor that goes into making the loan. The 
business loan program is a substantial benefit in creating jobs in sur- 

lus labor areas. Many examples can be given in Pennsylvania and 

ew England. This factor is well known to Members of Congress 
from these areas, and from all sections of the country. They have 
been in constant touch with us in this matter. 

Let me give you another example of how our regular programs 
provide area assistance. A small firm in Mississippi asked us to assist 
them to obtain a defense contract for the manufacture of 70 earth- 
moving tractors. We were able to convince the purchasing agency of 
the ability of this firm to manufacture quality tractors. The mili- 
tary procurement authorities expressed great doubt as to the ability 
of the firm to finance this $214 million project. After some negotia- 
tion, the military department agreed to make 90-percent progress 
payments on the cost of materials and labor, but there was still a big 
gap in the amount of funds needed by this small firm to fulfill its 
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contract. The officers of the firm appealed to SBA for a $300,000 
loan to be paid back over a 5-year term. At the time this application 
was made, this amount was more than our lending limit, but the firm 
rsuaded two local banks to share in the loan on the participation 
asis. Thus, SBA put up $150,000 to match the funds advanced by 
the banks, 

Remember that this was a small firm that had 89 employees and 
hoped to increase its employment to 135 when it began pasar | 
under the military contract. We were able to work out the requeste 
loan and the company got the contract. What happened as a result 
of this one loan? In the first place, the company was able to create 
more new jobs than had been anticipated. ithin 6 months after 
the loan was approved, the firm was employing an average of 190 
persons. Equally important, the firm subsequently reported to us 
that the Defense Department had been well satisfied with the tractors 
produced for it. The loan was paid off before maturity and, in addi- 
tion, the firm used approximately eight small business suppliers and 
subcontractors. 

In discussing our regular programs that can materially contribute 
to area assistance, I would like to call the attention of this committee 
to the recently enacted title 5 of Public Law 85-699, the Small Busi- 
ness Investment Act, which authorizes this agency to make loans to 
State and local development companies. 

For some time, the Small Business Administration has recognized 
the value of making loans to and through State and local development 
— Throughout the country, there are more than 2,000 such 
ocal organizations which have been created for the purpose of raising 
capital to strengthen and assist local industry. 

rior to the enactment of title 5, through a liberal interpretation 
of our small-business lending authority, the Small Business Admin- 
istration approved some 22 loans totaling $1,755,817 to local develop- 
ment corporations principally in rural areas. 

I have a list of these 22 loans, which I will submit at this time for 
the record. 

Mr. Parman. Without objection, it will be inserted in the record 
at this point. 
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(The list referred to is as follows :) 


Approved development corporation loans—Complete list under Small Business 








Act 
Type ofloan and Small Busi- Date Total 
Name and location ness Act percentage of par- approved amount 
ticipation approved 
a: 
1. Dadeville Industries, Inc., Dadeville--._- igh cnr immediate par- | May 25, 1955 $30, 000 
cipation. 
2. Dadeville Industries, Inc_._..............|_.--- ° Gl act Cs Ae ae 2 Aug. 10, 1956 42, 750 
3. Conecuh Development Corp., Evergreen_| 60 pores deferred partici- | Jan. 27,1955 45, 000 
tion. 
Arkansas: ” 
4. DeQueen Development Corp., DeQueen_| 90 cosmid deferred partici- | May 28, 1954 166, 667 
pation. 
5. Bacon County Industrial Development | 75 percent participation. -... May 3,1957 40, 000 
Association, Inc., Alma. 
6. Benton County Industrial Development |-.... OE PRR tt CS July 18,1958 | 78,400 
rp. 
Towa: 
x 7. Audubon Industrial Development Corp__| 90 percent participation - ---- Apr. 14, 1958 15, 000 
entucky: 
8. Committee for Metcalfe County, Inc., |..... ge Sik a aiinn rw agkainteateirt Apr. 23, 1957 75, 000 
Edmonton. 
mat. a Development Corp., Hickman_| Direct......-...-.---.------- Dec. 11, 1958 75, 000 
10. Alexandria Developers, Inc., Alexandria__|_--.- | REGS FANE i aD July 10, 1956 35, 000 
11. Pine City Development Corp., Pine City | 90 percent participation. -___. Nov. 16, 1953 15, 000 
(canceled before disbursement). 
12. —— Development Corp., Glen- | 75 percent participation_....| Dee. 7, 1958 20, 000 
wi f° 
Missouri: 
13. Holden Industrial Development Corp., | Direct.........-------------- July 8, 1958 65, 000 
Holden. 
Nebraska: 
14. David City Co., David City.....__...__- 75 percent participation._.__| Apr. 22, 1957 50, 000 
15. Norfolk Development Corp., Norfolk__..| 90 percent participation.....| July 21, 1958 138, 000 
Pennsylvania: 
16. Altoona Enterprises, Inc., Altoona---_-.... 28 percent participation__._..| Apr. 22, 1957 250, 000 
17. Altoona Enterprises, Inc., Altoona_-.----. 87% percent participation.__| Sept. 20, 1955 120, 000 
South Carolina: 
18. Wagener Holding Corp., Wagener___...-- 79.4 percent participation....| Sept. 7, 1955 85, 000 
19. Branchville Industries, Branchville. ._...| 90 percent participation.....| June 11, 1957 60, 000 
Tennessee: ( 
20. Macon Industrial Corp., LaFayette___.__|--.-- | OES GEOL s, SEIS TS July 20, 1956 175, 000 
21. LaFollette Development Corp., La- | 80 percent participation. ---.- May 21, 1956 100, 000 
Follette. 
a: 
22. Little Cedar Building Corp., Lebanon.._| 53.3 percent participation....| Aug. 23, 1956 75, 000 














Mr. Barnes. These organizations have been successful devices for 
encouraging economic growth and expansion in their areas. They 
have raised funds to expand local businesses or to bring in new enter- 
prises and have increased payrolls in their communities. Even where 
the development corporation has not been able to get a new or ex- 
panded business into the community, the corporation usually provides 
a basic leadership for industrial growth and progress. 

These corporations have been the focal point of voluntary assistance 
to business of many kinds; for example, economic studies, industrial 
sites, sales promotion, products development, research, etc. This type 
of assistance may contribute as much to economic growth in a com- 
munity as investment of capital. Clearly, the leadership and prin- 
ed ancing of these activities must be provided locally. 

e Congress recognized this potential and during the past session 
granted this agency broadened authority to make loans to both State 
and local development corporations. We have received 12 applica- 
tions for loans from local development companies since January 1, 
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1959, and have approved loans totaling approximately one-half mil- 
lion dollars ; others are still in process. ; 

I believe this program has tremendous potentials for area assistance. 
The loan limit is $250,000 per loan, and the terms may be for 20 years 
or less. ‘They are mortgage loans, and there is no limitation on the 

rcent of participation in a project, other than normal credit criteria. 
Mere must be an identifiable small business involved. The program 
expires June 30, 1961. 

n addition to our regular small business activities, this agency 
has participated directly in area assistance and rural development 
programs. I would like to elaborate on the participation of this 
agency in these programs. 

When the U.S. Department of Labor designates an area of labor 
surplus, the Small Business Administration is notified by the Secre- 
tary of Labor. In its area assistance activities, all of the resources 
which the agency has in terms of financial, procurement, technical, 
and managerial assistance, are brought to bear on the problem. The 
“build from within” approach is stressed by our field offices in workin 
with individual businesses already in existence. When requested, 
representatives of SBA give guidance and assistance to individual 
small business industrial plants in such areas to explore the possibili- 
ties of increasing production, diversifying and expanding products, 
and improving distribution activities, all of which may result in pro- 
viding more employment. 

The agency also helps small companies sell to the Government by 
providing technical advice and guidance on how to pac oe in 
Government procurement. I might add that it is much easier to im- 
prove an area by expanding the employment of established businesses 
than it is to start new businesses or to compete with other communi- 
ties in attracting industries, since management is already available. 

In addition, conferences are held with community leaders and others 
who are interested in and can contribute to the solution of the locality’s 
economic problems. The possibility of developing new industries 
within the community is considered. Perhaps a large manufacturer 
in the area is buying supplies or assemblies from outside the region, 
when these could be fabricated locally. Perhaps the community needs 
new facilities—a good industrial laundry or a wholesale bakery or an 
ice cream plant, for example. 

The retail stores and service trades in the community are also 
interviewed. SBA marketing and distribution assistance through our 
pamphlets is offered, including advice on such matters as merchan- 
dising techniques, modernization of stores or store fronts; manage- 
ment courses may be offered by local colleges in cooperation with 
SBA programs in this field. 

In response to official requests, SBA representatives have made a 
number of specialized industrial potential surveys in areas of labor 
me Sse These surveys are made in cooperation with community 
leaders and other Government agencies. 


Representative small business plants are surveyed to ascertain their 
facilities and available capacities, and what action might be taken 
to attain additional employment. Data on products and production 
capacity and plant equipment are obtained. This type of informa- 
tion is generally compiled by the local sponsoring group. SBA pro- 
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duction, industrial and financial specialists assist the local groups to 
evaluate the data and prepare it for presentation in a report which 
is usually issued by the local sponsoring group. 

At this point I would like to tell the committee that I have with me 
five of this type of report. Some of the members of the committee 
are familiar with this work and with these reports, they have been in 
the areas that you are familiar with. Others may not. I don’t ask to 
introduce these in the record, but I do want to make them available 
to the committee so that you can see what kind of thing is done. 

Mr. Parman. They will be received as filed and available to all the 
members of the committee. 

Mr. Barnes. Accompanying this, I have some of the letters that 
have been received by these local groups following these surveys and 
the work that we have done, which will give the committee a good 
idea of the value and esteem in which the local communities regard 
this work where it has been done. I likewise offer this without 
wishing to put it in the record, but if the committee so desires, it will 
be available. 


Mr. Patman. It will be filed with the committee in the same | 


manner. 


Mr. Barnes. A joint rural development program has been initiated | 


to assist low income farm families to improve their economic status. 
This joint program is a cooperative effort by the U.S. Department of 
Agriculture, Department of Health, Education, and Welfare, Depart- 
ment of Commerce, Department of Labor, Council of Economic Ad- 
visers, and the Small Business Administration. This =9 ram was 
explained in detail by the Honorable True D. Morse, Under Secretary 
of the Department of Agriculture. 

The Small Business Administration has participated to the fullest 


extent in this program. Meetings sponsored by the Rural Develop- | 


ment Committee have been held in Lexington, Ky.; Shreveport, La.; 
Fort Smith, Ark.; Athens, Ga.; and Ashville, N.C. Representatives 
of the Washington office of the Small Business Administration have 
attended each of these meetings, and have outline the services rendered 


by SBA in the advancement of local development programs, which | 


include financial, procurement, production, technical, and managerial 
assistance. 

Each of our field offices has been instructed to assist with this rural 
development program at the State and local levels. As a result, our 
regional directors are members of one or more State committees on 
rural development. They have attended many local meetings and 


have made the services of our field offices available to individual con- - 


cerns in the affected areas. 
Examples of assistance rendered by the Small Business Adminis 
tration in local areas include the following: 


A deferred participation loan of $166,666.66 was made to the De- | 
Queen Development Corp., with the First National Bank of DeQueen, | 
Ark., participating for 10 percent. The loan was made to construct | 


and equip a poultry processing plant. The stock of the corporation 
is wea y by 150 local businesses and individual citizens, who sub- 


seribed a total of $91,000. Under its charter, the corporation’s pri- | 


mary function is “contributing to the economic well-being of the com- 
munity by providing for the development and expansion of business 
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concerns in the area.” The plant was leased by a successful poultry 
processor for 10 years, with option to purchase, at rental covering loan 
amortization, taxes, insurance, maintenance costs, etc. The benefits 
attributable to this loan were far-reaching. The eee 2 plant em- 
ployed members of 125 families in the county. e plant required 
1,000 chickens per day for processing. In order to supply this re- 
uirement, farmers within a 40-mile radius started raising chickens. 
rough sales of poultry many farm families have doubled their in- 
comes in this very marginal agricultural area. There has been a 
corresponding increase in income to many other small businesses in 
DeQueen and other nearby towns. 

I checked this morning before I came here to see what the status 
of this loan is at the present time, and was surprised and delighted to 
learn that the experience with this loan has been very good. Payments 
were made on due dates as scheduled each time, and although the 
maturity of the loan was on July 20, 1964, the company came in and 
paid off the loan in full just on February 5, 1959. 

In Price County, Wis., as a result of a study made by a local commit- 
tee with the cooperation of the U.S. Department of Agriculture and 
the Small Business Administration, a local company converting pulp- 
wood to shredded fiber for sale to paper mills has now entered a profit- 
able new field—the production of hardboard. Private sources pro- 
vided financing for a plant to make the new product. A local bank 
and the SBA joined in a loan of $400,000 to provide machinery, 
equipment, and working capital. Members of more than 100 rural 
families have found employment in the new enterprise and other 
business in this small community has improved. 

An immediate participation loan of $75,000 was made to the Com- 
mittee for Metcalfe County, Inc., Edmonton, Ky., with the Edmonton 
State Bank participating for 10 percent. The loan was made to con- 
struct a building for use by a manufacturer of men’s and women’s 
apparel. The stock of the Metcalfe County Corp. is owned by 200 
individual local stockholders. Results: members of 90 rural families 
employed in the additional jobs created. 

n immediate participation loan of $60,000 was made to Branch- 

ville Industries, Inc., Branchville, $.C., with the Southern National 
Bank of Orangeburg, S.C., participating for 10 percent. The loan 
was made to purchase land and construct a building to house a skirt 
manufacturer. The stock of the development corporation is owned 
by local businesses and citizens. Results: Employment of members 
of 75 families in the additional jobs. 
_ A rural area industrial potential survey in southeastern Colorado 
included a feed mill and pelletizing plant employing eight men. 
Developments indicated there was additional available business for 
the mill—custom feeds for feedlot operators in the area—which would 
support a 20-man plant. An SBA loan permitted expansion of the 
plant, which now operates with an increased payroll of 12 additional 
members of rural families. 

At the request of local business leaders, SBA participated with 
representatives of the Department of Commerce in a survey of eco- 
nomic conditions and potentialities of the Crisfield, Md., area. An 
analysis was made of one of the principal industries in the town, a 
cutlery manufacturer. SBA procurement assistance was explained, 
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the new product possibilities were explored. It was found that the 
manufacturing facilities of the plant lent themselves to a rather wide 
variety of products in addition to the current specialty, cutlery. 
Specific procurements were suggested which SBA experience had 
shown to be applicable to the facilities at hand. While not a direct 
result of this visit, it is interesting to note that at a later date a large 
portion of a substantial civilian Government agency procurement was 
subcontracted to the plant, as the result of an SBA certificate of com- 
amg le This Prorugeeneet was for three-wheel mail delivery vehicles 

or the Post Office Department. This company hired 60 additional 
personnel to perform this subcontract. In connection with subcon- 
tracts let locally by this company, about 25 more people were employed. 

SBA was requested to make an industrial potential survey of Water- 
town, S. Dak. Representatives of the Washington and field staffs of 
SBA met with local civic leaders in Watertown and called on 34 
industrial plants and service industries to determine what the com- 
panies did, what possible defense work could be done by the companies, 
and what additional employees could be used if the companies were 
operated at the full potential indicated by the present plants and 
equipment. 

Logical directions of expansion were explored to permit increased 
income to the community. As a result of the survey, a report was 
prepared showing the industrial potential of the community to be 
used for distribution to private industry and Government purchasing 
activities which could use the community resources. 

SBA has participated with other Government agencies in an in- 
dustrial clinic held in Las Vegas, N. Mex. The clinic embraced the 
northeastern counties of New Mexico and continued for 1 week. Eight 
communities were visited. SBA programs were explained to those 
industrial and commercial establishments in the area, and informa- 
tion was compiled on the labor and other resources for which utiliza- 
tion was being sought. As in other similar cases, a report was drawn 
up at the conclusion of the study, setting forth the industrial potential 
of the area. 

SBA recently participated in an industry conference held in Hunt- 
ington, W. Va. The surplus labor problem which had arisen there 
was a result of decreasing employment in railroad shops and coal- 
mining activities. SBA participated in meetings of civic leaders, 
explaining our financial, procurement, production, new products and 
other programs. 

At this point I might say that I understand that someone from 
Huntington testified that the Small Business Administration had not 
done anything or been active in that area in any way. I would like 
to point out to the committee that we have held the following meetin 
there, just during the past year, most of which were attended widely 
by people through the area. 

On March 2, 1959, we held a meeting at Buchanan, W. Va., which 
is nearby. And I might say that we regard an area as being not just 
the city, itself, but maybe countywide, or the adjacent subdivisions. 
That meeting was attended by representatives of Buchanan Develop- 
ment Co., the people from Weston. 

On March 3, 1959, we held a meeting at Elkins, W. Va., same ty 
of meeting, a public meeting, which was widely attended by the 
people from not only that community, but nearby communities. 
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Also, on March 4, 1959, at Ronceverte, W. Va., with 75 people from 
Hinton and Ronceverte attending. More are scheduled in the area. 

But as to the specific answer as to whether we have been active in 
Huntington, itself, I have a list of the loans that we have made in 
Huntington, and its suburbs, showing some $677,500 in loans: which’ 
have been made, and I will submit that list for the record. 

Mr. Parman. The statements may be inserted in the record at this 
point, without objection. 

(The material referred to is as follows:) 


Business loans approved in Huntington, W. Va., area 























Amount of | Amount of 
Borrower participa- direct Type of loan Nature of business 
tion loans loans 
Huntington, W. Va.: 
Interstate Upholstering $100, 000 }..-.----..-- Participation -_._.- Furniture and upholstering. 
0. 
Pouen Industries - . x... -..-|<---5.---00 $250, 000 | Direct........-..-.| Metalwork and optical in- 
struments. 
Do. BRISA BES, Oe Ea 150, 000 |----- ee aoeiell 0. 
Robinson's Lakeside Inn 65,000 |........-..-| Immediate........| Motel andrestaurant. 
& Motor Court. 
Sterling Supply Co_-.-.- WOO Noe nese Ee opens randa pps eee: hardware and 
uilding. 
Tri-State Plumbing | Es Immediate... ----. Wholesale plumbing. 
Supply Co. 
Wall Conveyor & Manu- SOOO Bich scssey a - focal do...-.........; Machinery manufacturing. 
facturing Co. 
Kenova, W. Va.: 
Breece Veneer Co.....---- 25, 000 |...---------| LLP..-.---------.-| Woodwork. | 
George's Dry Cleaners... 7,500 |.........---| Immediate_------- Dry cleaner. 
Totals of participation 277, 500 400, 000 
and direct loans. 





Recent meetings held with our field personnel in the Huntington, W. Va., area 














Date of meeting Location of meeting | Remarks 
Mar. 2, 1959... ...-..--.-.-..- Buchanan, W. Va-.-.. Attended by representatives of Buchanan Develop- 
ment Co. and people from Weston. 
Mar, 3, 1959_...........-...-- Elkins, W. Va__.-.-.- Same type of meeting as above with public leaders. 
Mar. 4, 1959...---..---..-.-4- Ronceverte, W. Va....| 75 people from Hinton and Ronceverte attended. 
More are scheduled. 


Mr. Barnes. As a result of a request by the executive secretary of 
the Ohio Development and Publicity Committee, SBA representa- 
tives called at two Ohio communities to survey employment and small 
business industrial potentialities. SBA programs, especially procure- 
ment assistance, were explained to local parties and help was given in 
establishing a system whereby small procurements being placed by a 
new large industrial facility in the community would be brought to 
the attention of the nearby small firms. In addition, the Cleveland 
regional office has pursued vigorously a program of cooperating with 
procurement officials. at the industrial facility, and furnished the 
names of many small companies capable of performing high quality 
subcontracting. ‘gn 

SBA representatives met in Auburn, N.Y., with representatives of 
the manufacturers in that area. SBA programs were explained, with 
some emphasis, at the request of local leaders, on obtaining Govern- 
ment prime and subcontracts. Guidance was given the manufac- 
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turers on compiling the kind of information needed by procurement 
Officials to bring about greater participation in Government procure- 
ment by the local industries. 

SBA personnel has conducted meetings with local civic leaders of 
Quaker City, Ohio, to assist in planning the industrial development 
of the community. Help was given in the preparation of a brochure 
setting forth the economic assets of the community, and local plants 
were visited in order to gain a better idea of the commercial and in- 
dustrial potential in the area. Suggestions were made that the com- 
munity set up a development corporation to provide financing to build 
a plant or to acquire sites for new industries. SBA programs were 
explained, with particular reference to satellite industries that might 
locate in the area in connection with a large industrial facility ex- 
pected to locate nearby in the near future. 

A meeting was held with the owner of a small plant in Maine to 
review the situation in which he, as a key employer in the town, found 
himself. A review was made of his operations and of certain plans 
in the making for new products. It was found that the owner of the 
plant already had done much to assist his recovery from the adverse 
effects of a slowdown in defense procurement. After SBA had 
reviewed his situation and plans, and explained SBA’s financial 
assistance and other programs, it was concluded that aid in obtaining 
subcontracts would offer the best possibilities. A check of his pro- 
ductive capabilities was made, and subcontract assistance was ar- 
ranged with the SBA regional office serving the territory in which 
the plant was located. 

In some instances SBA is asked to work with State industrial de- 
velopment commissions to help them re their own programs. 
One such instance occurred in the State of Missouri, where an SBA 
representative cooperated with the industrial director of the State 
department of the State university. Here the purpose was to visit 
small business concerns in a particular part of the State of Missouri 
in order to determine how the State agency could give more complete 
service to the industrial concerns now in the State. This came about 
when it was realized that overemphasis wag being given to the attrac- 
tion of new industries to the State, with a consequent lack of em- 
phasis on assisting those already established. The SBA representa- 
tive, as the tour progressed, explained to the State officials and the 
principals of the small business visited SBA programs in procure- 
ment, financial, subcontracting, new products, and other activities 
which could contribute to the wholesome development of the existing 
small businesses in the State. 

Discussions have been held with representatives of the Eastern 
Kentucky Regional Planning Commission, representatives of the vari- 
ous communities visited, as well as the utilities, coal operators, rail- 
roads, and others interested in the economic welfare of eastern Ken- 
tucky. Technological changes in mining, including an extensive 
mechanization, have resulted in large numbers of unemployed. Other 
resources of the area consist mainly of farming, primarily corn grown 
in bottom lands, although many of these farms were too small to take 
advantage of mechanized farming. The forests were essentially hard- 
woods and there was considerable second-growth timber which could 
be managed on a selective cutting basis. SBA personnel suggested that 
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serious consideration be given to carrying lumber operations beyond 
the sawmill stage, utilizing the abundant local labor. The suggestion 
also was made that the ibilities of establishing particle chi or 
chipboard mills be carefully studied, since these use hardw to 
a and provide a product for which there is an increasing de- 
mand. Possibilities of developing the tourist business were pointed 
out and, of course, SBA programs of assistance to small business of 
all types were explained whenever opportunity presented. Possible 
new programs were suggested to some of the small metal fabricating 
plants in the area. The suggestion also was offered that some of the 
experienced men in eastern Kentucky pool their management, bank- 
ing; accounting, marketing, technical, and production experience and 
offer it to promising small business concerns which could be ex- 
panded if the elements of good business practice were followed. SBA 
offered to augment the financial resources of the banking facilities in 
the area and to give technical and management aid on problems which 
might arise in the development of small business activities. 

he activities of this agency which I have been describing are an 
example of what only one Government agency can contribute to area 
redevelopment without additional legislation. No doubt these pro- 
ove could be strengthened and developed further. I shall endeavor 
to do so. 

I have made my statement rather in detail, Mr. Chairman, because 
I felt that there is not really a good understanding of the extent to 
which the Small Business Administration is in all of its offices active 
in these programs now and devoting a large portion of our energy and 
the time of our people, and that we have considerable funds available 
— we don’t Soalinds to use in this area assistance and development 
work. 

I will be glad to answer any questions. 

Mr. Patman. Your statement is very valuable and comprehensive, 
Mr. Barnes, for which please accept the thanks of the committee. 

The time element is a factor right now. I will not ask any ques- 
tions, myself, but I shall be very glad to yield to any member of the 
committee who desires to ask questions. 

Mr. Jounson. I would only like to ask if you would like broader 
authority than you have now to make loans for these purposes. 

Mr. Barnes. I think not, sir. You see, our regular program is 
going to supplement any assistance — that is passed, and is a 
very broad supplemental assistance, I might add, because we are not 
limited in the way that any of these programs provide limitations in 
their bills. It would be my suggestion, as a general thing, that there 
not be any duplication in whatever legislation the committee does 
bring forth, and we have found, — speaking, that we can work 
adequately with the programs at hand 

As I indicated in my statement, I can’t stress too much how impor- 
tant it is for the leadership to come from the local one. We can’t 
furnish the borrowers. They have got to —- eir own leader- 
ship and management. Our programs are, generally speaking, libeval 


enough to work with the individual businesses in the area, which we 
try to do. The other programs, of course, are more directed toward 
posite facilities and, of course, would permit the financing of some 
arge enterprises, which we do not do. 
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Every one of these programs stop with small businesses. This has 
caused some distress to some communities when they found they 
wanted’ to bring in a good, large business and wanted to have 
us finance the construction. But Congress has limited us to small 
business, and even though there might be more assurance of repay- 
ment of that particular kind of a loan, we don’t make it. Our 
authority is broad enough to continue to do this work, which I 
think will increase. 

Mr. Jounson. Your point of building up existing business is very 
fine. Our concern in this committee is that we have heard from repre- 
sentatives of many areas who are still asking for additional legisla- 
tion because they feel that whatever programs we have now, some of 
the needs of their areas are not being met, and that is why I asked if 
oe felt that some additional special authority to your agency might 

helpful in these depressed areas. 

Mr. Barnes. I do not think so. 

Mr. Jonnson. That is all. 

Mr. Parman. Mr. Barnes, you mentioned one thing that has given 
me a lot of concern. Oftentimes you will come in contact with people 
who would like to have a large project to take the place of another 
Jarge project which has discontinued operating in the community, and 
you are unable to do it, because Congress has restricted you to small 

usiness, 

Mr. Barnes. Yes, sir. 

Mr. Parman. I just wonder if it doesn’t place Congress in a rather 
awkward position to say to any agency, “Now, you can make small 
loans to give small businessmen an opportunity to compete among 
themselves, but we will not permit you to make a loan sufficiently 
large to compete with big business.” 

I just wonder if it doesn’t subject a Member of Congress to criticism 
for adopting policies that will permit little fellows to go out and 
fight one another tooth and claw, but if he wants to get into some busi- 
ness that might step on the toes of a big man, Congress says no, he 
can’t dothat. Would you like to comment on that ? 

Mr. Barnes. Yes, | would. Mr. Patman, this was not the sort. of 
thing that I had in mind when I made reference to us not being able 
to make this type of loan. I can describe it best by giving you an 
example. There was a community, I believe it was in Missouri, either 
Missouri or Kansas, that had through its ehamber of commerce and a 
local: development corporation, gone to a great deal of work to induce 
a company to open a branch plant in their community, and they were 
seeking to finance the factory building that they were going to con- 
struct. 

They sought assistance from us to make a loan to them. When we 
looked at the application we saw that the building that they were 
seeking to build would be rented, or leased, by a large concern, one of 
the very largest concerns in the particular industry. So we did not 
feel that we could make the loan because it was not benefiting any 
small concern except indirectly, the local concerns that would benefit 
by having more employment in the area. 


I don’t think that this places them at any particular disadvantage | 


those in such a community, because in that case, and in other cases, if 


they have a concern that is that large, the credit rating of that firm. is. 


sufficiently good that if they get a lease for 10 years, and if they care- 
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fully plan the structure, they can get ample financing. This is the very 
kind of thing that insurance companies and other sources of institu- 
tionalized capital like to place their money in. 

It becomes more difficult when you are dealing with a small concern: 
that doesn’t have such a good credit standing insofar as the large: 
financiers are concerned. Therefore, I think the program is de- 
signed to fit the need, and that it has worked very well. 

As you know, the Investment Act has the provision which I de- 
scribed, relating to local development companies. Our regulations 
were adopted about in October of last year, governing that type of 
loan, and we are just now getting the applications in from communi- 
ties that are taking advantage of that program. As I said, we have 
had 12 since January 1, and we have only had 22 all together prior: 
to January 21, in the preceding 5 years. So it is an indication that we 
will have applications from a lot of communities where this will help, 
under the program that was created under the Small Business Invest--. 
ment Act. 

Mr. Parman. Thank you very much, Mr. Barnes. 

Are there any other questions, gentlemen ? 

Mr. Vanix. Mr. Chairman, I would like to ask the same privilege 
that I asked with respect to the previous witnesses, that we may be 
able to submit questions to Mr. Barnes and have the answers returned 
and made part of the record. 

Mr. Parman. Is that satisfactory, Mr. Barnes ? 

Mr. Barnes. Yes, sir. 

Mr. Patman. Thank you very much, sir. 

Gentlemen, the committee will not meet tomorrow, because the full 
committee will be meeting in this room. On Thursday we will have 
the Honorable Fredrick Mueller, Assistant Secretary of Commerce, 
and we will also have Mr. Reuther, president of the United Automo- 
bile Workers. 

Without objection, the committee will stand in recess until 10 o’clock, 
Thursday morning. 

(Whereupon, at 12 noon, the subcommittee adjourned, to reconvene 
at 10 a.m., Thursday, March 19, 1959.) 
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THURSDAY, MARCH 19, 1959 


House or REPRESENTATIVES, 
ComMMITTEE ON BANKING AND CURRENCY, 
Suscommirrsze No. 3, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Wright Patman (chairman of the subcommittee) presiding. 

Present: Messrs. Patman, Vanik, Burke, Miller, Johnson, Kilburn, 
Bass, and Milliken. 

Mr. Parman. The committee will please come to order. 

We have as our witness this morning the Honorable Frederick H. 
Mueller, Assistant Secretary of Commerce, accompanied by other 
ofiicials of the Department of Commerce and the Department of 
Labor. 

Will you please amare Hoag with you? 

Mr. Mur.uzr. I have Mr. Victor Roterus, Director of the Office of 
Area Development, Department of Commerce; Mr. Robert J. Dodds, 
Jr., the new General Counsel for the Department of Commerce; and 
Mr. Kenneth F. McClure, Associate General Counsel. 

Mr. Patman. You may have them sit with you, if you wish. 

Mr. Rorervs. They will be here where they can aid and assist in 
any technical matters, sir. 

~~ Patman. Very well. Are there some Labor Department peo- 
@ 
r Mr. Mouetizr. I think they are going to ogy 

Mrs. Wickens. Mrs. Wickens and Mrs, Gladys Miller, of our 
Bureau of 3 ta Pi Security, and Mr. John Dewey Coates, of 
our Bureau of Employment Security. 

Mr. Parman. We are glad to have all of you. 

You may proceed, Mr. Mueller. 

You have a prepared statement, I believe? 

Mr. Mvetuer. I do, sir, and I would like to, if I may, go through 
with this prepared statement and then I shall be very happy to an- 
swer any questions that you would like to ask. 

Mr. Parman. All right, sir. You may extend your remarks in any 
way that you desire, so long as it is germane material, of course. You 
may proceed. 
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OFFICE OF AREA DEVELOPMENT ; ROBERT J. DODDS, JR., GENERAL 
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Mr. Mvextrr. I am glad to have this opportunity to appear be- 
fore this subcommittee today to present. the views of the Department 
of Commerce on H.R. 4278, HE. 3505, and similar bills relating to 
area assistance and area redevelopment. 

And at this point I want to leave my statement and read the sum- 
mation that I had the honor of presenting to the Senate on the same 
or similar bills. This is found on page 407 of their printed pro- 


ceedings. 

As we all know, this is an entirely new or rather different approach. I do not 
think anyone can say with certainty whether our bill or the Douglas bill is 
going to be all inclusive, and is going to do the job expected. At least it will 
show that we are. starting to try to do something about a cancer upon our so- 
ciety that we have got to remove. 

Now, we are not at variance at all on the objective. I want you gentlemen 
to know that the administration. and the President are absolutely sincere in 
wanting to do something about this problem. I do not think there is any magic 
in money. I think there is magic in people, and I believe that any bill that. 
is finaly passed and finally becomes the law of the land, must emphasize local 
responsibility, whether it is your bill, sir, or the administration bill. I believe 
that the responsibility has got to be at the local level, because that is the way 
this country was built. It was not built by superimposing people from the city 
of Washington, or from the States. It is the people at the local level. And 
whatever bill comes out, I hope with all my heart it will be aimed at stimulating 
local endeavor, local push, and loeal stimulus. __ 

Now, that is the end of some concluding remarks that I made ex- 
temporaneously, sir, and I felt that they put our position before this 
committee and before the Congress in a true light. 

At the outset of: my remarks I want to make very clear that I am 
addressing myself to the problem of chronic unemployment on a spot 
and local area basis. I am not talking about national unemployment 
or fluctuations in the business cycle of the national economy. The 
concern of the administration for the general well-being of our econ- 
omy and a detailed statement of a Federal program for promoting 
economic growth were spelléd out by the President in his Economic 
Report. Our concern here is with those local areas which, due to a 
major economic dislocation in the past, have not been able to keep 

ace With our natiorial economy or even share fully when the Nation 
is enjoying periods of prosperity. ' 

For the past 3 — the President has strongly urged the oe ee 
of a program of Federal assistance to communities of substantial and 
persistent unemployment for the purpose of assisting those com- 
munities to develop a sounder and more secure economic base. In: his: 
January. 1959 Economic Report to the Congress, the President stated: 


Despite the forward economic strides of the Nation since the war, some 
communities have suffered substantial and persistent unemployment, when 
measured ‘against national experience. Federal assistance to these communities 
is required not only to mitigate the hardships of individuals and families but 
also ‘to provide for the use of underutilized resources, to the enhancement of 
‘the national welfare. 
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A program of assistance through development loans and through grants for 
technical studies will be recommended to the Congress in order that these com- 
munities may share in the general economic advance. By design and admin- 
istration, the program would seek to complement and reinforce community 
efforts to help themselves, to encourage maximum participation by State and 
local agencies and private investment institutions, and to create new job oppor- 
tunities instead of merely transferring jobs from one locality to another. 

The program would also provide technical aid to towns heavily dependent on 
a major industry and to rural low-income areas, to help them achieve greater 
economic stability through diversification. 


In his recent budget message, the President further stated : 


In disapproving the area redevelopment legislation enacted in the closing days 
of the last Congress. I expressed the hope that the next Congress would promptly 
pass a more soundly conceived program. The revised legislation which this 
administration is proposing would: 

(a) Place the major responsibility on local citizens ; 

(b) Authorize loans to areas where unemployment has been well above the 
national average for 2 or more years; 

(c) Authorize grants for technical assistance to these areas and to localities 
dependent upon a single industry or situated in rural low-income areas; 

(d) Place leadership in the Department of Commerce, with the assistance of 
other Federal agencies. 

To finance this program, I recommend initial appropriations in fiscal 1960 
of $55 million. Based on the successful, comparable programs conducted by 
certain States, these appropriations should be adequate to meet the Federal 
share for redevelopment of all areas expected to qualify under the proposed 
legislation. 

H.R. 4278, introduced by Mr. Kilburn, would provide the necessary 
authority for carrying out this program of the President. Three 
principles underlie every section of the proposal : 

1, A community must bear primary responsibility for planning 
and financing its own economic development—the Federal Govern- 
ment would play a supplemenéal role. Before a community can re- 
ceive a Federal joan, it must have raised money of its own and secured 
a loan from a private lender such as a bank or insurance company. 
Under H.R. 4278 it would be necessary for a locally established agency 
to make a finding that a proposed project for which loans are sought 
is consistent with an overall program for the economic development 
of the area. H.R. 3505 would allow a local committee established 
by the Administrator to make such a finding under certain condi- 
tions. These provisions of H.R. 4278 make for responsible com- 
munity participation and assure that the project will receive the acid 
test of private financial review before assistance is requested of the 
Federal Government. 

2. The program should aim at lasting improvement rather than 
temporary relief. Hence the emphasis is on technical assistance and 
on loans to facilitate the creation of private enterprise jobs in a com- 
munity, rather than those stemming from public works publicly 

anced. 

3. A third principle underlying the bill is that new jobs should be 
created in distressed communities rather than being transferred from 
another area. No Federal assistance would or should be extended 
for any project involving the removal of a facility from one com- 
munity to another. 

These three principles make H.R. 4278 a sound proposal which will 
strengthen areas in real need of help and at the same time will not 
stifle local initiative and responsibility in the process. 
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At this mp I would like to spell out the main provisions of H.R. 
4278. Under the act, the Secretary of Commerce may designate as 
an area of substantial and persistent employment any area certified 
as eligible for such designation by the Secretary of Labor. The 
administration has given considerable study to the criteria for deter- 
mining areas of substantial and persistent employment and has de- 
vised a new formula that ties the local snoter ores rate to the 
national rate. Under this improved system all local areas of long- 
standing unemployment ater qualify for loan assistance from a 
$50 million fund. 

I would like to comment in detail on these specific unemployment 
criteria governing the qualification of areas for Federal loans and 
other assistance in section 102 of the bill. I believe the major pre- 

uisite of any set of criteria is to make certain that the special 
assistance authorized by this legislation goes to areas with substantial 
and persistent unemployment, and is not siphoned off by areas where 
unemployment is only temporary in nature. On the basis of our 
studies of this problem, we believe that the criteria in H.R. 4278 are 
better designed to identify those areas with persistent unemployment 
problems than the criteria established by H.R. 3505. 

Mr. Chairman, following my presentation, and whatever questions 
the committee wishes to direct to me, Mrs. Wickens here, from the 
Department of Labor, would be very happy to, and will, go into the 
technical reasons for the development of this criteria, and answer 
questions in that area, if that meets with your approval. 

Mr. Parman. Yes; that meets with our approval. We have had 
Mrs. Wickens as a witness before, and she is a very excellent witness, 
We will be happy to hear from her. 

Mr. Musiurr. Thank you. 

The criteria established in H.R. 3505 might permit areas to obtain 
assistance on the basis of temporary rather than longstanding unem- 
ployment problems. The criteria in this bill would permit areas to 
qualify if unemployment reaches 6 percent for any 18 months in the 
past 2 years. Under the criteria in this bill it would be possible for an 
area to qualify for assistance if it has had 15 percent unemployment 
over only a 6-month period. This is too short a time to provide an 
adequate basis for testing the persistence of unemployment in a par- 
ticular locality. There is, however, a further objection to these cri- 
teria~-they are fixed and inflexible, and do not allow for changes which 
may occur in the future in the level of unemployment. This is per- 
manent legislation, and, in our view should be so written that in the 
years to come, it will distinguish those areas which have truly chronie 
unemployment from those which are at or near the national rate. If 
there is generally high unemployment, other types of restorative meas- 
ures than those provided in these bills would be appropriate. 

The criteria contained in the administration proposal, H.R. 4278, 
were pro because the administration’s reexamination of the prob- 
lem of eligibility criteria indicated that an approach based solely on a 
given rate of unemployment over a relatively short time period would 
not provide an adequate basis for identifying areas with longstanding 
unemployment problems under different kinds of national] economic 
conditions. The criteria proposed in H.R. 4278 contain an initial 
screening criteria which is designed to determine whether mye 
ment in an area is relatively substantial on a current basis. In addi- 
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tion, these criteria provide for a review of local trends in nonagricul- 
tural employment over the past 5 years in comparison with the national 
average. Areas where local employment opportunities are ery ro g 
more rapidly than the national average would ordinarily not be eligi- 
ble since economic recovery in these localities would appear to be pro- 
ceeding satisfactorily without special Federal assistance. 

Finally, the criteria prop in H.R. 4278 relate unemployment in 

each locality to the average of the country as a whole rather than to a 
fixed level, such as 6 or 8 percent of the labor force. Thus, these 
criteria requires that the annual average rate of unemployment has 
been at least 6 percent and (a) 50 percent above the national avera 
for 4 of the preceding 5 calendar years, or (6) 75 percent above the 
national average for 3 of the preceding 4 calendar years, or (c) 100 
percent above the national average for 2 of the preceding 3 calendar 
years. 
" This singles out those areas which have aggravated unemployment 
problems of long duration under all types of national employment 
conditions and cyclical variations ranging from serious recessions to 
general full employment. These criteria should be adaptable to meet 
whatever labor market situation may be prevalent when concepts 
as to what constitute “a normal” rate of unemployment may be sig- 
nificantly different than those of today. 

Mrs. Wickens will submit for the record a list of areas which on 
the basis of information now on record in the Department of Labor 
would probably be eligible for assistance under each of these three 
bills at the present time. You will note that under the criteria in 
H.R. 4278, 18 major areas and 56 smaller areas would probably qualify 
while under H.R. 3505, 23 major areas and 110 smaller areas of those 
currently classified by the Department of Labor would likely be 
eligible according to the information we now have available. 

I want to call attention to two interesting features of H.R. 4278. 
These features are particularly in contrast to other bills which have 
been introduced on the subject. The two features to which I have 
reference are (1) the broad coverage areawise of certain features of 
the bill and (2) provisions in the bill which are directed to the pre- 
vention of distressed conditions in vulnerable communities wherever 
they may be. 

Although loan assistance is confined to local areas of persistent and 
substantial unemployment, other features of the bill make technical 
assistance available to all the communities of the Nation and in addi- 
tion make research grants—up to $114 million annually—available 
for studies on towns predominantly dependent on one industry, small 
towns which could serve as centers for diversification of rural areas 
of underemployment, and rural low-income areas wishing to 
strengthen and diversify their economies. This feature of the bill 
is particularly important to the Great Plains States, as well as other 
agricultural sections, where farms are getting larger and larger due 
to mechanization and other reasons, an where the youth of the area 
is migrating to large cities in search of job opportunities that are 
not available at. home. 


Under Secretary of Agriculture True D. Morse testified Tuesday 
concerning the rural development program of the Department of 
Agriculture and what that Department is presently doing to help rural 
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areas. H.R.'4278 authorizes the Secretary of Commerce to coordinate 
his functions under the proposal with those of the Secretary of Agri- 
culture and other officials administering Federal programs affecting 
local economic conditions. 

A second unique feature of H.R. 4278 to which I would like to call 
attention is the fact that it encourages communities to go to, work 
on taking steps now that will prevent these communities from falling 
into a distressed category some time in the future. Now is the ap- 
propriate time to study which communities.are economically vulner- 
able and what these communities might do to diversify and strengthen 
their economies so that they will never become distressed commu- 
cag 6 a is a sound approach which is unique to the administra- 
tion bull. 

Other features of the bill provide for specific contributions from 
various Cabinet departments. The Secretary of Labor may provide 
assistance in making studies to determine the potentialities and train- 
ing requirements of the labor force as well as carry out a program 
to improve the utilization of the existing labor force. The arte 
of Health, Education, and Welfare, through the Commissioner of 
Education, is authorized to provide assistance, including financial 
assistance, to the State vocational education agency to provide serv- 
ices in the eligible areas. 

The Small Business Administration in carrying out its responsibil- 
ities provides assistance to areas of substantial and persistent unem- 

loyment and also to rural areas of underemployment. The Admin- 
istrator of that program on Tuesday set forth in some detail actions 
which are taken to this end and gave instances of recent activities 
which are of special help to such areas. In addition, enactment of the 
Small Business Investment Act of 1958 provides the Administrator 
with yet another tool to enable him to assist these areas in their 
problems. 

In considering the adequacy of a new program to be undertaken in 
this field, full recognition must be given to the excellent record that 
is being made by the Administrator of SBA in his help to these areas. 
The Secretary of Commerce is a member of the Loan Policy Board 
of the Small Business Administration and as such is in a favorable 
position to coordinate activities of the SBA with activities which 
would be his under the proposal. 

Through three amendments to existing Housing Acts, the Hous- 
ing and Home Finance Administrator may provide important assist- 
ance to areas of substantial and persistent unemployment. The first 
amendment authorizes the Housing Administrator to help redevelop 
old mill or blighted commercial areas in New England and other sec- 
tions of the country into modern factory areas or commercial districts 
with adequate parking space and other necessary amenities. The 
second amendment would give first priority to loan applications from 
areas of substantial and persistent unemployment to build basic pub- 
lic facilities such as waterworks and sewage-treatment plants. The 
third amendment would extend urban planning assistance grants to 
cities, other municipalities, and counties with over 25,000 population 
which are also within areas of substantial and persistent unemploy- 
ment. 
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The loan features of H.R. 4278 authorize financial assistance for 
the purchase or development of land and facilities for industrial 
usage, for the construction of new factory buildings, for the rehabili- 
tion of abandoned or unoccupied factory buildings or for the altera- 
tion or modernization of any existing buildings for existing use. The 
Federal Government may make loans up to 35 percent of such project 
costs, on a second-mortgage basis if necessary, for a period oF up to 
25 years. In order to insure appropriate local and State participation 
in these projects, there is a requirement that these sources must put 
up at least 15 percent of the project cost. 

The primary responsibility for carrying out the above program 
provided by H.R. 4278 would be vested in the Area Assistance Ad- 
ministrator, appointed by the President by and with the advice and 
consent of the Benste, and reporting to the Secretary of Commerce. 
It is fitting that the program be placed in the Department of Com- 
merce, which has primary responsibility within the Federal Govern- 
ment for business and industrial development and has had a long 
experience in extending technical aid for economic development to 
local areas. 

Since 1947, our Office of Area Development has been counseling 
community, area, State, and regional groups all over the country on 
economic development problems within the limits of its present au- 
thority and small budget. The Office has developed close and respected 
working relationships with State development and planning agencies 
as well as with railroads, utilities, banks, consulting firms, and other 
development groups across the Nation. 

I would like to point out briefly here the principal differences be- 
tween H.R. 4278 and H.R. 3505. These differences involve the type and 
number of areas covered, the conditions under which loans are made, 
and the question of retraining subsistence payments. In greater de- 
tail, the principal differences are : 

1. Industrial loan coverage: H.R. 3505 provides $100 million each 
for industrial areas and rural areas, whereas H.R. 4278 limits loans to 
$50 million for industrial areas. 

2. Number of areas: Under H.R. 3505, some 23 major labor market 
areas and at least 110 smaller areas plus 300 to 500 rural low-income 
counties would qualify. Furthermore, any part of a county, or mu- 
nicipality, or a group of municipalities or counties could become re- 
development areas. Under H.R. 4278, an estimated 18 major labor 
market areas and 56 smaller areas would qualify at this time for loans 
and technical assistance grants. 

Mr. Parman. If you will pardon me, do you have in your records 
these 18 major labor market areas and the 56 smaller areas? 

Mr. Murtirr. Yes, sir. 

Mr. Parman. That will be in your testimony ? 

Mr. Murrier. If Mrs. Wickens doesn’t have it with her, I will 
submit it. 

Mrs. Wickens. I have it, Mr. Mueller. 

Mr. Parman. It has been called to my attention that it is before 
me. Thank you. 

Mr. Mvetirr. In addition, one-industry towns, small towns in rural 
areas, and rural low-income areas, not otherwise eligible for loans and 
technical assistance grants, could apply for technical assistancs grants 
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on a participating basis to assist them with economic development 
problems. This is preventive medicine to help them avoid or mitigate 
conditions of economic distress. 

3. Loan conditions and terms: H.R. 3505 permits applicants to 
include the cost of machinery in project cost. The administration has 
consistently opposed this policy on the basis of accepted industrial 
loan practice. H.R. 3505 provides loans for 65 percent of project 
for 30 years as opposed to 35 percent for 25 years in the legislation 
proposed by the administration. 

4, Public facilities loans and grants: H.R, 3505 provides $100 
million in 40-year loans and $75 million in grants for public facili- 
ties. H.R. 4278 attacks the problem of such necessary facilities 
through amendments to existing housing laws. 

5. Retraining subsistence payments: H.R. 3505 provides $10 mil- 
lion for this purpose. H.R. 4278 provides none. The Department 
of Labor advises that the need for such benefits has not been demon- 
strated. In the District of Columbia and the State of Michigan, the 
unemployment insurance laws now contain provisions which authorize 
the payment of benefits to persons undergoing full-time vocational 
training. However, these provisions have not been used in the District 
of Columbia and the little they have been used in Michigan has been 
mostly for disabled trainees. 

Now, I want to discuss a matter of prime importance that has been 
the subject of much controversy in previous hearings—namely, the 
adequacy of the $50 million loan fund. This amount has been com- 
pared with the $200 million provided for in H.R. 3505 for generally 
the same purpose, and there apparently has been some feeling that 
the $50 million fund is not adequate to do the job. In this connection 
I should like to make several points: 

First, the $50 million loan fund of the administration bill is con- 
fined to local areas of longstanding unemployment that are clearly 
defined in the bill. Because they are clearly defined, it is possible to 
access the aneqund of the fund in terms of specific areas. In this 
connection, it should be pointed out that loans will not be extended 
to rural low-income areas or to parts of cities or counties within a 
large labor commuting area. 

Second, the administration bill provides a Federal participation 
up to 35 percent of project costs, most likely on a second-mortg: 
basis. It is believed that sound projects can secure 50 percent of their 
financing from private sources, such as banks or insurance companies, 
on a first-mortgage basis. With Federal participation of 35 percent, 
the project sponsors or communities and States would be required to 
make a third contribution of 15 percent, which would probably be the 
equity capital. This requirement does not overtax the resources of 
communities and States, but does insure local participation. Bills 
which commit the Federal Government to a position of up to 65 per- 
cent would obviously require double the loan funds. 

Thirdly, it should be noted that the administration bill does not 
yore loans for machinery and equipment. Loans are extended only 

or the factory building itself, and other facilities as indicated pam 
viously. It is not necessary for the Federal Government to include 
loans for this purpose, since other convenient sources are open to 
prospective manufacturers for assistance in acquiring machinery. 
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‘Loans are available for this pu on a collateral loan basis from 
manufacturers of machinery and equipment or the Small Business 
Administration. 5 

In light manufacturing which is characteristic of the type of de- 
velopment to be expected in areas of substantial and persistent unem- 
ployment, the demands for machinery and equipment are compara- 
tively lower than the national average. The experience of the State 
of Pennsylvania in administering a very similar law is the most 
realistic parallel we have on which to make any such estimate and 
confirms this idea. 

I have brought out these differences between the administration 
proposal and others to indicate that there are important differences 
m the drains which will be made on the loan funds in H.R. 4278 
and the loan funds in other bills. : 

We have looked into the adequacy of this $50 million fund from the 
viewpoint of reducing unemployment in areas eligible for loans under 
H.R. 4278. According to Department of Labor figures, unemploy- 
ment in the 74 eligible areas amounts to 610,400. Large metropolitan 
areas presently known to be so industrialized as to be adequately 
provided with industrial land and buildings for development should 

roperly be excluded from this calculation. Other measures should 
a taken to assist such areas. The number of jobs necessary to reduce 
excess unemployment in the remaining eligible areas to the current 
U.S. average is 212,850. Based on the experience of the State of 
Pennsylvania under parallel legislation, where a $2,020 investment in 
land and factory bui mp provided one factory job, and taking into 
account the generation of service positions by the creation of factory 
jobs, a total Federal investment of $75.2 million would be required 
to reduce such unemployment to the national level. 

When it is considered that some new manufacturing facilities will 
be established without the need for Federal loans, and that negotiation 
for the location of new enterprises is a continuing process and will 

uire time, it is obvious that the $50 million provided for by H.R. 
4278 will go a long way toward accomplishing the intended job. In 
any event, if deficiencies in the fund are a handicap, they will become 
apparent long before they need to be corrected. 

n closing, may I say that H.R. 4278 is a realistic bill that stimu- 
lates and encourages local initiative and fosters State and local re- 
sponsibility, with the Federal Government in a supplemental and 
complementary role. Areas of substantial and persistent unemploy- 
ment will be helped by the Federal Government, in the degree to which 
they are willing to help themselves. Finally, this bill would extend 
technical assistance to any area requesting such guidance in order that 
steps can be taken in ample time to prevent the very type of economic 
distress we are seeking to relieve. We urge its enactment by the 


Con , 

Mr. Parman. Thank you, Mr. Mueller. 

Now, before we interrogate you, I think it would be in order to 
hear Mrs. Wickens and any other witnesses you would like us to hear. 


Mr. Mvetter. I will be very glad to yield to Mrs. Wickens right 
now, sir. 
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STATEMENT OF MRS. ARYNESS JOY WICKENS, DEPUTY ASSISTANT 
SECRETARY OF LABOR, ACCOMPANIED BY J. DEWEY COATES, 
BUREAU OF EMPLOYMENT SECURITY, DEPARTMENT OF LABOR 


Mrs. Wickens. As you know, Mr. Chairman, I am a statistician and 
economist, and I have had some responsibility for helping develop 
the criteria in the administration bill, H.R. 4278, and I would like 
to give you a little more of the background of the reasons for the 
development of these criteria briefly, and to detail them for you, and 
then if I may, I should like to explain the third column on the table 
you have before you, which is the effect upon the selection of areas 
of the amendments to the so-called Douglas bill as they were reported 
to the Senate yesterday. 

Mr. Parman. May I suggest that you be as brief as possible, Mrs, 
Wickens, because the House meets at 11 o’clock today and we may 
have to go to the floor at any time. 

Mrs. Wociiuns: Yes, sir. 

Mr. Parman. And refrain from too minute detail, if you will, 
please. 

Mrs. Wickens. Yes, sir. 

May I say first that I think that the record of Under Secretary 
Mueller’s speech will cover the basic criteria proposed in the admin- 
istration bill. Essentially, they provide for tying the eligibility of 
areas to the national average of unemployment. 

Now, we all know that the rate of unemployment has varied widely 
and is related to the size of the labor force, and we know that that 
varies. In the past we have had great variations in the labor force. 
You are familiar with the fact that in June we always get a flood of 
youngsters coming into the market looking for work, and the rate 
goes up. But it has nothing to do with the problem you have under 
consideration here. 

In the midsixties we are going to have again a very large increase 
in the population of young people coming into the labor market 
as the youngsters born in the forties come of age to go to work. 
Thus, we feel it advisable to provide for enough flexibility to take 
account of that kind of situation, so that the Administrator will not 
be embarrassed in the future, or may not be, by fixed criteria, which 
may not be applicable in future periods. 

The number of cities which will qualify, as you will see by looking 
at the table, under H.R. 4278, is 18 major areas, whereas under H.R. 
3505, 23 major areas would qualify. 

(For table showing number of areas, referred to above, see p. 642.) 

Mrs. Wickens. Now, the next point is, sir, with reference to the 
Senate counterpart of H.R. 3505, as it was reported out in amended 
form yesterday. The Senate committee accepted the principles of 
flexibility of criteria established in H.R, 4278, but shortened the time 

riod, so that whereas H.R. 4278 provides that an area may qualify 
if it has 50 percent above the national average of unemployment for 
a period of 4 out of 5 years, the Senate committee amendments cut 
this to 3 out of 4 years. 

Similarly, where the administration bill provides 75 percent above 
the national average for 3 out of 4 years, the Senate committee 
amendments cut this to 2 out of 3 years, and on the provision for 100 


percent above the national average, the Senate committee amend- 
ments cut the qualification to 1 out of 2 years. 
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Now, we are concerned about that latter qualification. We do not 
feel in this connection, any more than we do in connection with H.R. 
3505, that 1 year is a sufficient time period to determine whether 
any condition is chronic. 

e have tested in a preliminary way the effect of these amendments 
inthe Senate. And the list of cities as shown in the right-hand column 
of the mimeographed table before you, sir, there would be 23 major 
areas which would qualify, but some are different areas than would 

ualify under H.R. 3505. They would drop from the list Utica- 
me, N.Y., Durham, N.C., and Chattanooga, Tenn. They would 
add South Bend, Ind., Flint, Mich., and Lorain-Elyria, Ohio. 

We would urge that you consider this flexible principle, because 
we do believe it will be more valuable in the future and more amen- 
able to administration. There are other technical reasons, sir, which 
we believe are important which I might introduce into the record, 
in view of the briefness of time. They have to do with the difficulty 
of determining seasonality, in shorter periods than 1 year, and may 
I say just in one sentence that we strongly urge you, from a technical 
point of view, to base any criteria on annual averages, rather than 
parts of years, which are subject to wide seasonal variations. 


SUPPLEMENTAL STATEMENT OF MRS. ARYNESS JOY WICKENS, DEPUTY AS- 
SISTANT SECRETARY OF LABOR, ON AREA ASSISTANCE LEGISLATION 


This statement supplements my remarks concerning the specific un- 
employment criteria governing the eligibility of areas for Federal loans 
and other assistance. I believe there is unanimous agreement that the 
major prerequisite of any set of criteria is to make certain that the spe- 
cial assistance authorized by this legislation goes to those areas which 
have unusual or above average unemployment and which stand out 
clearly as chronic or long-term problems; and eliminates from the 
selection those areas in which unemployment is only temporary in 
nature. 

To accomplish these purposes, we conclude that any fixed set of 
criteria—any flat percentage of unemployment—is not advisable as a 
basis for selection; that account must be taken of the known histori- 
cal fact that the level of unemployment and the national percentage of 
unemployment have varied very widely over the years and that unem- 
bapa in any given area may vary seasonally during the year. 

ey may well do so in the future. Since this is permanent legisla- 
tion, we conclude that the best way to allow for future contingencies 
is to require that the percentage of unemployment in the selected areas 
be well above the national average. Thus, if unemployment should 
rise, as it did in 1958, the minimum figure for qualifying would rise; 
if unemployment should decline, the qualifying percentage would de- 
cline. If there were no such device as this, there might be a time when 
80 many areas would be eligible as to vitiate the assistance program. 
More serious, however, is the point that if unemployment is generally 
very high, the remedies are quite different than those provided in this 
bill—they are national and more general. Recessions, by their very 
nature, mean that we have unused plant and equipment in many lo- 
calities. On the other hand, in the case of a limited number of chroni- 
cally depressed areas—with high unemployment in the midst of a 
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boom—the construction of new plant or rehabilitation of existing 
plants may well be the only solution to the unemployment problem. 

So, in developing these criteria, we did three things. We set a 
minimum qualifying rate of 6 percent unemployment. Thus, these 
criteria require the annual average rate of unemployment in an area 
to have been at least 6 percent and (a) 50 percent above the national 
average for 4 of the preceding 5 calendar years, or (0) 75 percent 
above the national average for 3 of the preceding 4 calendar years, or 
(ec) 100 percent above the national average for 2 of the preceding 3 
calendar years. This singles out those areas which have aggravated 
unemployment problems of long duration under all types of national 
employment conditions and cyclical variations ranging from reces- 
sions to generally full employment. These criteria should be appli- 
cable in whatever labor market situation may prevail in the years 
ahead when concepts as to what constitutes a “normal” rate of un- 
employment may be significantly different than those of today. 

nder the criteria proposed in the Spence bill (H.R. 3505), areas 
could qualify if poo ge Ie remained high for as short a period 
as 6 months in 1 year. Thus many areas might qualify in circum- 
stances where the remedy for the situation would not be the construc- 
tion of more plants. 

It is this kind of consideration—the screening out of cyclical un- 
employment—which has led us to believe that flexibility should be 
introduced into these criteria. These criteria should identify areas 
with “hard core” unemployment that persists even in years of nation- 
wide prosperity and is seriously aggravated by cyclical fluctuations. 

As your committee doubtless knows, the Senate Committee on 
Banking and Currency reported S. 722, with amendments, this week. 
Among the amendments adopted by the committee was one that in- 
corporated—in principle but not in detail—the eligibility criteria of 
the administration bill in S. 722. 

Thus the criteria in the Senate committee bill, originally identical 
with those in H.R, 3505, now differ somewhat in detail from the ad- 
ministration bill criteria. First, S.722, as amended, deletes that 
part of the administration’s criteria pertaining to trends in non- 
agricultural employment over the past 5 years. Secondly, it reduces 
by 1 year at each level the duration of relatively “substantial” un- 
employment required to demonstrate a “persistent” condition. Thus 
the revised criteria in S. 722 specify that the area should have— 

1. Unemployment rate of 6 percent currently and an average 
of at least 6 percent during the qualifying time periods listed 
below, excluding temporary and seasonal unemployment (this is 
the same) ; and 

2. Annual average rate of unemployment of at least— 

(a) 50 percent above U.S. average for 3 of the 4 pre- 
ceding calendar years, or 

(6) 75 percent above U.S. average for 2 of the 3 pre- 
ceding calendar years, or 

(c) 100 percent above U.S. average for 1 of the 2 pre- 
ceding years. 

As I said, this is 1 year shorter in each category ((a), (0), and 
(c)) than the otherwise identical provisions of this portion of the 
administration bill. This bill also omits the third test—the trend of 
employment in relation to the national average. 
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If you will refer to the lists of areas that may qualify which were 
presented previously, you will note that under the criteria in the ad- 
ministration bill, H.R. 4278, 18 major areas and 56 smaller areas 
would probably qualify at the present time while under the Senate 
committee bill, S. 722, 23 major areas and 89 smaller areas would 
likely be eligible. Under the Spence bill, H.R. 3505, 23 major areas 
and 110 smaller areas would probably be eligible, according to the 
information we now have available. It should be emphasized that 
these lists are preliminary and tentative. Should a bill become law, 
more complete surveys would be needed to properly determine area 
eligibility. 

We are somewhat concerned that the reduction of the lengths of 
time in the Senate committee bill criteria may result, in some cases, in 
faulty identification of the areas which really need financial assist- 
ance for new plant construction. This is particularly true of cri- 
terion (c)—twice the national average for only 1 of the 2 preceding 
years. One year, even of fairly high unemployment, does not attest 
to a “persistent” or “longrun” problem such as this legislation is 
intended to meet. Then, too, the administration bill criteria are 
stated in terms of calendar year averages. Criterion (¢) of the modi- 
fied S. 722 omits the reference to calendar year as the basis for apply- 
ing the criterion. This omission was a inadvertent since 
the criteria under (a) and (6) specifically refer to calendar years. 
We would prefer that this oversight be corrected and that the word 
calendar be reinserted in criterion (c). Determining area eligibility 
on the basis of annual averages, of course, precludes the necessity of 
making seasonal adjustments to area’s unemployment data for past 

riods. 
pm While I believe that the criteria in H.R. 4278 are preferable, we 
are, nonetheless, pleased that the Senate committee has seen fit to 
avail itself of the principle underlying our proposed criteria: flexi- 
bility to assure identification of truly persistent unemployment areas 
under varying nationwide unemployment conditions. 

Thank you, sir. | 

Mr. Parman. Thank you, Madam. 

Do you have any other witneses before we interrogate you, Mr. 
Mueller? 

Mr. Murcer. No, sir. 

Mr. Patman. I would like to ask you a very few questions. I don’t 
want to run the risk of depriving the other members of an opportunity 
to ask you questions, so I will make it very brief. You state that a 
$2,020 investment in land and factory buildings would create one 
factory job, based on the experience in Pennsylvania. It would be 
suflicient to create enough jobs to relieve the unemployment situation, 
through an investment of $75,200,000. Don’t you think that is a 
very exceptional case, in Pennsylvania, Mr. Mueller? And don’t 
you think that you, yourself, would not recommend that as a basis? 

Mr. Mur ter. I don’t know of any basis that we can select that 
would be any more accurate. 

Mr. Parman. What about Mr. Humphrey’s estimate, the former 
Secretary of the Treasury ; he always insisted it required from $10,000 


‘to $20,000 to furnish a job. 


_ Mr. Moe ter. All —_ Now, No. 1, we are only talking in this 
pcs about land and buildings. We are not talking about equip- 
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ment. When Mr. Humphrey made the statement, and that can be 
verified by statistics, in the neighborhood of $12,000 to $15,000 being 
required, he was talking mainly about heavy industry. For instance, 
take the oil industry. 

Mr. Parman. Well, let’s not go into much detail, if you please. 

Mr. Muetier. Allright. But I would like to make this very clear. 

Mr. Parman. Go right ahead. 

Mr. Muzuier. Practically all the types of industries that will be 
attracted into areas of this kind will be in the category of small busi- 
ness, and mostly in light manufacturing. 

Mr. Parman. That being true, they will have the greatest trouble 
in getting credit accommodations. The smaller they are the more 
difficult it is to get credit; isn’t that right. 

Mr. Mvuetier. On the other hand, any sound project, we have been 
assured—and we have discussed this with a number of executives 
of insurance companies and with some bankers—that any sound 
project would have no difficulty in getting a 50-percent first mortgage 
in a situation of this kind. 

Mr. Parman. From whom? 

Mr. Muenter. From banks and insurance companies. 

Mr. Parman. All right. Let me give you an illustration. Sup- 
pose that some community wants to put in an electric steel mill. There 
are a thousand places in the United States where an electric steel mill 
would fit in, because every scrapped car has a ton of scrap, and they 
have available raw materials all over the Nation. We will presume 
the cost to be $2 million, and they had to go to the local bank. The 
local bank would go to the larger bank, and when they get there they 
would find people on the board of directors who were interested in 
steel mills elsewhere, and they wouldn’t have a chance to get a loan. 

I am telling you from actual experience in a case. Then they would 
go to the insurance companies. The insurance companies would say, 
“Well, we would have to take it up with the larger insurance com- 
panies,” and they would wind up in the same city, in the same build- 
ing, at a different directors’ table, but with the same people interested 
in other steel mills, and they wouldn’t have a chance to get a loan. 
So much for insurance companies and banks. 

I just don’t believe that local people would have an opportunity to 
finance as much of the projects as you indicate here, Mr. Mueller. 

Further, absentee ownership has ruined so many of these towns, 
absolutely ruined them. They are closing down factories, and the 

ounger people are moving off and leaving the older people there. 

e have got to have a pattern of plants that will fit the older popula- 
tion, too. So our problems are greatly increased. 

Mr. Muettier. Well, let me answer first the statement that you have 
made with reference to this electric furnace steel plant. That would 
not give a heavy measurement of employment. It would give some. 

Mr. Parman. I gave that just as an illustration. There are others. 

Mr. Mur.izr. I appreciate that; and you gave it more with refer- 
ence to the —— 

Mr. Parman. Credit question. 

Mr. Mvetxer. Credit, rather, being withheld from such a company. 

Mr. Patman. Yes. 
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Mr. Muster. Now, before coming down here 314 years ago, I was 
a director of a bank, and I have been in a community where coopera- 
tion is a very great factor. I have never seen a loan discussed by a 
director who was a competitor, in which any factor of the kind, of 
holding up a loan to a man because he might be taking a little busi- 
ness away from somebody else, was considered. I have never seen 
that, sir. And I don’t believe we are any different from the rest of 
at agp 

r. Parman. My time has expired. Mr. Bass, do you have any 
questions ? 

Mr. Bass. Mr. Chairman. 

Mr. Mvuetuer. I have been very much interested to hear your state- 

ment, and I feel that it is an excellent one. 
This proposed legislation which we are considering would set up 
a pend new Federal aid —— I gather from your statement 
that you feel a good case can be made out for the need of bringing 
more Federal assistance to chronically distressed areas than the Fed- 
eral Government is now doing ¢ 

Mr. Muetter. I do, sir. 

Mr. Bass. And you feel that the administration bill is the wiser and 
better bill for the reasons outlined in your statement; is that correct ? 

Mr. Mueuuer. I believe that honestly and wholeheartedly. 

Mr. Bass. Now, I should like to turn to page 7, of H.R. 3505, read- 
ing at the bottom of the page, line 24: 

Such financial assistance shall not be extended for working capital or to 
assist establishments relocating from one area to another when such assistance 
will result in substantial detriment to the area of original location by increas- 
ing unemployment. 

Do you feel, Mr. Mueller, that under the provisions of this sec- 
tion, it could conceivably be possible that Federal funds could be 
used to move an industry from one area, say a flourishing area, into 
a chronically depressed area ? 

Mr. Mve.ter. I am afraid that I will have to agree that it might 
be possible, but the intent, if this bill passes, with this provision, the 
intent of the Congress would be that that should not be the case. 

To say that it would be impossible, would be rather foolish, be- 
cause I am sure that cases—and I will tell you one where it could: A 
branch plant of a major company, under this provision, could be es- 
tablished in one of these areas, and over the course of 3, 4, or 5 years 
the branch plant may become the major plant, and finally shut down 
the major plant in the original city. 

That would be something that you just simply could not foresee, 
nor could you stop it under any kind of bill. 

Mr. Bass. Thank you, Mr. Mueller. In view of the shortness of 
time, I have no further questions. 

Mr. Parman. Mr. Vanik. 

Mr. Vanix. Just one brief question. I was going to request, Mr. 
Chairman, that I again have the right to submit questions in writing 
to Mr. Mueller, and that the replies be made part of the record in 
order to expedite time. 

Mr. Parman. That will be satisfactory. 

Mr. Vanik. I have just one question, with respect to the proposal 
which you support. The contemplated committees would probably 
be committees of local bankers; would they not ? 
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Mr. Muetxer. Not necessarily. Not bankers. I would say there 
should be bankers on them, but I would envision bankers, industrial- 
ists, lawyers—— 

Mr. Vantx. Well, the bill doesn’t indicate that there would be a 
broad representation on the committees. It merely provides for com- 
mittee clearance. 

Mr. Mvuexirr. That is right, sir. 

Mr. Vanrx. Don’t you think the legislation would be improved if 
we were to designate that it would be a committee of general nature? 

Mr. Muexuier. I would have no objection to that, but I wouldn’t 
want to be too specific. But I would say that all areas of the business 
community and social community should be represented, as well as 
labor, for instance. I would have no objection to an amendment of 
that character. 

Mr. Vanix. Thank you, Mr. Chairman. 

Mr. Parman. Mr. Miller. 

Mr. Miuuer. No questions. 

Mr. Parman. Mr. Johnson. 

Mr. Jounson. I yield to Mr. Burke. 

Mr. Burke. I have one question of Mrs. Wickens on the establish- 
ment of this material. 

Mr. Parman. Mr. Burke. 

Mr. Burke. I was wondering if you would be kind enough to submit 
to the committee the basis for this compilation, how you arrived at 
these areas, and whether or not you include the people who have ex- 
hausted their unemployment compensation, whether you include the 
people who are on welfare, and what other people are included in this 
statistical report of yours. 

Mrs. Wickens. I shall be glad to do so, sir; but let me say for the 
record immediately that we have endeavored to take into account all 
those people who are unemployed; that is, who are out of work and 
seeking work, whatever their status may be. We have endeavored to 
match the concepts which the census uses in its definition of unemploy- 
ment. These lists of areas probably eligible under the bills are, of 
course, very tentative. 

Mr. Burke. That does not answer my question. My question is to 
have the breakdown, specifically, indicating what groups are in- 
cluded. Do you have that? 

Mrs. Wickens. No, sir. We have those receiving unemployment 
compensation specifically. Those who have exhausted their unem- 
ployment compensation, and the balance, the other groups unem- 
ployed but not known through the unemployment insurance 
mechanism, are estimates, and we have the calculations, but they are 
not as precise, of course, as those for which we have records. We 
have endeavored, however, to account for all the unemployed in each 
area. 

Mr. Burke. For the record, would you be good enough to submit 
to the committee a short brief, explaining in its entirety those groups 
which you include and how you came about the decision ? 

Mrs. Wickens. Yes, sir; I shall be glad to do so. I am sure the 
committee understands that these lists are preliminary and tentative 
calculations of areas which would probably be eligible. They can’t 
be precise because they are based mainly on bimonthly figures for 
major areas and on semiannual figures for smaller areas. 
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Mr. Burke. My opinion is that they are not too accurate. 

Mrs. Wickens. You can be assured that I will submit the brief you 
have requested. 

(The information referred to follows :) 


BRIEF EXPLAINING AREA UNEMPLOYMENT ESTIMATES 


The data used in compiling the lists of areas probably eligible under the 
various proposals under consideration by the committee are based on compre- 
hensive area labor market reports regularly submitted to the Bureau of Employ- 
ment Security by the affiliated State employment security agencies. These 
labor market reports contain both narrative and statistical information on the 
labor force, employment, unemployment, labor demand and supply, and related 
labor market developments. 

The area labor market reports are prepared locally by the State employment 
security agencies in accordance with uniform reporting procedures issued by 
the Bureau of Employment Security. The reports are used for a variety of 
purposes, including the bimonthly classification of areas according to relative 
adequacy of labor supply and related programs for preferential treatment to 
labor surplus areas in Federal procurement. The data on unemployment in 
the area reports include estimates of total unemployment which are comparable 
in concept with the national estimate of unemployment prepared by the Bureau 
of the Census for its “Monthly Report on the Labor Force.” 

The estimates of total unemployment provided in the area labor market re- 
ports represent the sum of the following components: 

1. Unemployed workers last employed in industries covered by unemploy- 
ment insurance laws, including persons filing claims for unemployment insur- 
ance and unemployed persons who have exhausted their benefit rights. 

2. Unemployed workers last employed in noncovered industries (primarily 
agriculture, nonprofit institutions, State and local government, and domestics 
in private households). 


3. Unemployed new entrants and reentrants into the labor force (not eligible 
for unemployment insurance). 

Mr. Parman. Mr. Johnson. 

Mr. Jounson. I was impressed by Mr. Mueller’s testimony at page 
8. The point was raised that I would like him to elaborate now, or in 
a subsequent statement to us. He calls attention to the provisions of 
H.R. 4278, which would cause communities that might ultimately 
become distressed communities to undertake some kind of self-anal- 
ysis. I would appreciate it if he would tell us how this would be 
done; and secondly, how would we find out which communities to 
study. How are you going to know in advance? 

Mr. Murer. Well that, of course, has to be a generality. But let’s 
take a community—I will use one right now. Here is, for example, 
High Point, N.C. I can use that because I was in the furniture 
business in Grand Rapids, and a lot of the business has moved down 
to North Carolina. But there is a community, I would say 75 per- 
cent engaged in the manufacture of furniture. If I were a resident 
of High Point, I would want to get diversified industry into the town. 
I would want to utilize this bill to get what technical aid and assist- 
ance the Federal Government could render to determine how you go 
about doing that. 

How do you interest people to come into a community? We know, 
We can give you a lot of ideas on that. 

Mr. Jonnson. Well, the reason for my question is that in my own 
State we are, both at the State and local level, doing officially and un- 
officially this kind of thing; and I don’t feel under any strong pressure, 

uite the contrary, to pass a Federal act with respect to self-study. 
The chamber of commerce in my own county recently sent me their 
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monthly report showing their projections with respect to downtown 
Englewood, and I congratulate them on taking a long look ahead to see 
what that suburban trading center might be in the future. But the 
pores of this legislation, if I understand the testimony which we 
ave been receiving here, is that there are communities which have 
become so depressed that we cannot expect success by self help in these 
very limited number of areas. Based on the testimony we have re- 
ceived from yourself and Mrs. Wickens, we are only talking at the 
moment of a handful of American communities, and this Tandful 
has shown a persistence, under either definition, of depression so great 
that it is being proposed not only by the majority of the Congress, but 
by the administration itself, that steps be taken to come in from the 
outside. I was wondering why H.R. 4278 would be necessary to en- 
courage what chambers in successful communities are already doing. 

Mr. Muster. Well, there are good chambers, active chambers, in 
the areas like your constituency, sir, and there are others who belatedly 
find themselves rather vulnerable. This is not a costly thing, as you 
know. 

Mr. Jounson. I realize that. 

Mr. Mueter. But our Office of Area Development at the present 
time, with a very, very minimal budget—and I almost hesitate to say 
how much it is—it is only $200,000 a year—and Vic Roterus here— 
and I want to pay a tribute to him. With a very small staff I think 
they have made themselves very, very effective all over the country. 

Mr. Jounson. I have heard Mr. Roterus at the National Association 
of State Planning officers meetings, and I know he is doing an excel- 
lent job, and I commend him and your organization. 

Mr. Muetier. Fine. That is what I mean by saying that this is not 
an expensive thing todo. There is one thing I would like to say also, 
Mr. Chairman, for the record, bearing out your contention that these 
things are volatile. South Bend, Ind., 1 year ago, had an unemploy- 
ment percentage of 14 percent. Today it is 6 percent. Why? Be- 
cause one company has reconstituted itself—the Studebaker Corp., 
which is making—the plant—a small automobile. 

Now, to have included South Bend a year ago in an area that was so 
desperate that it required Federal assistance, would have been, in my 
opinion, a wrong conclusion, because here was private money, per- 
fectly willing, and all it did was to require a lot of gumption and 
determination on the part of the executives, and the people of the city, 
who have collaborated and have really pulled themselves up by their 
bootstraps. ; 

Mr. Parman. We are going to have to go to the floor, Mr. Mueller. 

Had you finished, Mr, Johnson ? 

Mr. Jounson. Yes. 

Mr. PatmMan. Thank you very kindly. 

Immediately after this rollcall is answered by the Members, we will 
return. I personally will not be here, but Mr. Vanik will preside as 
chairman, and he will hear the Members of Congress as long as he 
possibly can doso. At2o’clock we will have Mr. Reuther. 

You are excused, Mr. Mueller. 

Without objection, this committee stands in recess until the con- 
clusion of the rollcall. 

(Recess taken.) 
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(Whereupon, at 11:35 a.m., further proceedings were had, as 
follows :) 

Mr. VANIK (presiding). The committee will come to order. 

Our first witness is our distinguished colleague, Mr. Lane, of Massa- 
chusetts. 

Mr. Lane, we are very happy to have you with us this morning, and 
you may proceed. 


STATEMENT OF HON. THOMAS J. LANE, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lane. Mr. Chairman and members of the House Banking and 
Currency Committee, first may I open my remarks by extending my 
thanks and appreciation to you, Mr. Chairman, and to the members of 
your committee, and also the staff, for their kindness and their 
thoughtfulness in allowing me and others to speak before this honor- 
able and distinguished committee here this morning on a matter that 
is most important. j 

Mr. Chairman, seasonal unemployment in the rural areas, and brief 
layoffs in the industries that are usually located in cities and towns, 
have gone hand in hand with the development of the American econ- 
omy. We adjusted ourselves to these variables, and took it for granted 
that there would always be a low level of unemployment due to 
shifting changes within the labor market. 

In fact, unemployment compensation was conceived and put into op- 
eration for the purpose of providing some income for people who were 
in between jobs. Since the end of World War II, however, we have 
been confronted with a new economic problem; namely, that of areas 
where unemployment has far exceeded the normal level, and has per- 
sisted for a long time. 

These are not temporary, local recessions. They indicate serious 
weaknesses in the basic economies of these areas. New economic 
problems require new remedies. 

Communities where people live and work, were never intended to be 
unchanging clusters of factories and stores and homes and public 
buildings and utilities and services. They are living organisms, re- 
sponding to change and challenge, or failing to adjust themselves to 
economic realities because of reasons beyond their control. 

Buildings and factories grow old and die. Industries come and go. 
Through its slum clearance and urban renewal programs, the Federal 
Government has recognized its responsibilities. Communities are be- 
ing encouraged and assisted in tearing down and rebuilding the de- 
teriorated areas that are no longer fit for human habitation or for 
retail enterprise. ite 

It owes a similar responsibility to help in the reconstruction of those 

ancient, rundown and abandoned industrial areas of those communi- 
ties where there is a chronic labor surplus, in order to revitalize their 
economies, 
_ The decline of some local industrial economies followed by the tragic 
inertia of heavy unemployment, is a postwar problem that cannot cure 
itself. It continues, in spite of national prosperity, and this fact alone 
should convince us that the problem is not transient, and that time 
alone will not solve it. 
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Some of the affected communities, based upon an older indust 
that is steadily contracting, or has moved away, or has simply died, 
have been bogged down in the labor surplus category for the past 7 
years. Meanwhile, the empty and obsolete multistoried factory build- 
ings are a drag upon the life of the whole community. Modern in- 
dustry will have no part of these ancient plants. The small and 
struggling enterprises that sometimes avail themselves of this space, 
usually pay substandard wages. 

Our experience with this problem—and I notice you have one of 
our outstanding members of the Commonwealth of Massachusetts as 
one of your committee here, an outstanding and energetic Congress- 
man, and I know he will bear me out, because he is from one of those 
areas that has been hard hit by unemployment. 

Our experience with this problem has proved that local groups and 
local initiative, despite valiant and partially successful efforts, cannot 
complete the heroic task of redevelopment without help from outside. 
Show me just one community, suffering from prolonged labor sur- 
plus, that has managed to lick this problem entirely by itself. Neither 
Po gy government nor private groups are equipped to do this 
job. 

The danger of industrial blight is one that, sooner or later, could 
affect the economic health of any community. That is the funda- 
mental reason why we must have a national policy and national leg- 
islation, providing adequate remedies, to help the distressed areas 
of tomorrow, as well as those in need of immediate assistance. 

The older textile, coal mining, and railroad centers, have been in 
the doldrums for some time. Statistics from the Bureau of Employ- 
ment Security reveal unemployment in these communities consider- 
ably in excess of 6 percent for year after year. And these figures 
do not reflect the unknown thousands who have exhausted their un- 
employment benefits, and have had little or no opportunity to build 
up reentitlement, because there are no work opportunities for them. 

The depressing effect on business is a natural consequence. Check 
along the main streets of these communities and you will find a num- 
ber of empty stores. Check with the local governments and their 
shrinking tax base. Observe that some recovery has been made, 
ry effort alone, but that it has not been enough, because 
local resources, unaided, cannot cope with the whole problem. 

Look at the middle-aged displaced workers in these communities 
who have given most of their lives to an industry that has gone. 
It is inhuman and unrealistic to suggest that they should move to 
another community where the invisible barrier of age discrimination 
would stand in the way of reemployment. These people need new 
and growing industries in their own communities, and a program of 
retraining to fit them for new occupations. 

If there is a fault in the proposed legislation, it is the failure to 
recognize and to eliminate the prejudice that will operate against the 
employment of middle-aged or older workers, in the new plants that 
will be built in labor-surplus areas, as a result of a redevelopment bill. 

These people are the chief victims of the economic-readjustment 
problem. Due to the intricacies of insurance and pension plans, they 
will be politely discriminated against when they seek employment in 
the industries that are encouraged to locate in the areas we intend to 
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help. The occupations to which they have given two-thirds or more 
of their lives have vanished. Some of these people in their late forties 
or early fifties will be artificially considered as unemployable by 
replacement industries, and will have to wait out the years until they 
become eligible for social security benefits, a burden to their families 
and crushed by the loss of their own self-respect—unless, through 
this bill we make provisions that will give them a fair share of the 
jobs that become available. 

Social scientists are aware that we must reduce the hours of the 
workweek in order to spread employment opportunities because of our 
increasing population and the development of automation which is 
ever reducing the number of workers required by industry. 

This is a longer range problem on the national level, but I bring it 
to your attention because it is affecting, right now, the middle-aged 
displaced workers who must be our primary concern in this area 
tevelopment problem. As long as psc cannot get work, we shall 
achieve only partial success in our efforts to put these areas and their 
people back on their feet again. 

ou see, gentlemen, why local resources do not have the capacity 
to meet all angles of this problem. Any political or economic system 
that neglects this problem, or fails to solve it, is suffering from a 
basic weakness that could hurt larger areas of our economy. As slums 
spread the cancer of deterioration, so too can rundown and obsolete 
industrial areas affect other enterprises in their neighborhood. 

When I first introduced an industrial redevelopment bill in 1953, due 
to the collapse of the textile economy in my home city, the suggestion 
for remedial action was slow to win support. There was the under- 
standable hope that so-called natural economic forces would bring 
about a short and painless transition to the replacement industries 
that would move in and take up the slack. 

‘Within a few years, however, as the problem continued to plague a 
number of other communities, public opinion has awakened to the 
fact that energetic measures are required to restore these areas to 
economic health. 

A pledge to enact legislation along these lines was written into 
the Democratic and Republican Party platforms. In 1958, the House 
and the Senate passed an area redevelopment bill that was vetoed by 
the President. Events since then have but reinforced the need for 
this pioneering type of legislation. The only question is, “How soon, 
and to what extent?” 

This is not a bill to help communities suffering from seasonal or 
temporary unemployment. That is a separate and far less critical 
issue. The yardsticks determining eligibility under this bill are 
clear and definite. Its purpose is to help only those communities 
where unemployment is a nagging and chronic problem. It calls for 
a gradual but major shift in the economic base of these areas so that 
they will have the diversification necessary for progress. In the past, 
they were built around one industry and were completely dependent 
upon its ups and downs. We have learned that communities cannot 
afford to put all of their eggs in one basket, and through the proposed 
legislation we intend to help them toward a new economic life that will 
be productive and prosperous in its variety. 
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The administration proposes a $53 million program which is hardly 
better than no program at all. The target of $389 million is far more 
realistic. 

The latest available information indicates 23 major areas, and 110 
smaller areas with substantial and persistent unemployment, that 
would be helped by S. 722 and H.R. 3505. In Massachusetts alone, 
we have four major areas that have been in this category for a number 
of years. More than half the States have one or more areas with 
substantial and prolonged unemployment. 

The Area Redevelopment Act faces this problem squarely and real- 
istically. It limits eligibility to those areas that cannot find any other 
way out of their predicament. When its misison has been accom- 
plished, and economic recovery has been achieved, there will be no 
need of further Federal participation. Bear in mind also that the 
major emphasis is on loans, which, as they are repaid, will revolve to 
assist other affected communities in the future. 

This is the type of legislation that proves the values of coopera- 
tion. 

I am convinced that the Area Redevelopment Act, H.R. 3505, will 
assist depressed communities so that they will share as equals in our 
national progress. 

I tha ou, Mr. Chairman, and members of the committee, for 
giving me this time in the busy schedule of this most active committee 
of the Congress. 

Mr. Vanix. Mr. Lane, will you yield for a few questions? I would 
like to ask at the outset what specific types of industries would you 
be seeking to reestablish in these depressed areas, if either of these pro- 
posals were to become law? 

Mr. Lane. Well, there is an old saying that beggars can’t be 
choosers, Mr. Chairman. Any industry at all. Any work that we can 
obtain as a result of some legislation passed by the Congress will be 
welcome to the unemployed in that area. 

Mr. Vanrx. Do you think it would lure back some of the textile 
industries that have left ? 

Mr. Lang. I doubt, Mr. Chairman, that there is anything that can 
be done about textiles. I know you have been very active on the floor 
of the House on the reciprocal trade bill over the years, and as a result 
of that I suppose you are—and I know you are—aware of the textiles 
that are coming in from abroad, from all those various countries, Ja- 
pan, Great Britain, Italy, and other ntions that are in the textile busi- 
ness now, and it is not only a matter of lower labor payments to em- 
ployees, but of other matters that come into program which affords 
them an opportunity to send those textiles in here at such a price that, 
of course, we here in the domestic textile movement cannot participate 
with them in that program. 

Mr. VantK. Mr. Miller. 

Mr. Mixer. Thank you, Mr. Chairman. 

I would like to ask you a couple of questions, Mr. Lane. 

I certainly appreciated listening to your testimony. It is depress- 
ing that you must be here before us this morning with this kind of 
story, but I would like to ask you, if you would, to try to give us some 
idea, from your own experience, as to the situation existing today in 
your congressional district as compared with the past. 
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In other words, how does the situation compare, say, with 1929 and 
1062! Can you give us any idea of the relative gravity of the situa- 
tion ? 

Mr. Lanz. Well, may I say, Mr. Miller, that the situation at the 
present time is getting more and more serious. I not only have rep- 
resented a textile center in my congressional district, but I find that 
now, when one of the biggest electrical plants that we have in that 
area, in another city that ia have the honor of representing, that they 
are now starting to be faced with difficulties, as far as their program 
is concerned, and over the past few months there have been thousands 
of persons laid off in that particular industry, which has been a very 
successful organization for a number of years. 

I am not familiar with the workload that they had back in those 
years to which you refer, because I did not represent that section of 
my district at that particular time, but suffice it to say, Congressman, 
that at the present time, in the greater part of my section, we are 
faced with a great deal of unemployment, and if it wasn’t for the 
liberal unemployment legislation we have, and the payment of un- 
employment compensation benefits, I am fearful of where we would 
be today, because under our unemployment compensation law in the 
Commonwealth of Massachusetts, those employees can receive $35 a 
week, and they can be paid, of course, for their dependents, and that 
is most helpful to those people who are out of work. 

Mr. Miuirr. We had excellent testimony previously from Dr. 
Miernyk, who is familiar with the situation in your area, and he 
pointed out to us the persistent nature of this kind of unemployment, 
the fact that increasingly older people are carrying the brunt of it, 
and that the younger people are moving away. So that it creates a 
situation of persistent unemployment which is difficult to cure. 

Is that confirmed by your experience ? 

Mr. Lane. May I add that, of course, we have, in my congres- 
sional district, thousands of people employed. But a good many of 
them must go by automobile or some other method of transportation 
daily to their employment. They must travel distances of 35, 40 or 50 
miles to their work and back in the course of a day to find some em- 
ployment. But they still reside back in their old homes, and they do 
not desire to move out of that particular community. There is some- 
thing sentimental about it, they have invested their money in real 
estate, and they are familiar with the people in that neighborhood or 
that area, and for reasons best known to themselves they are not de- 
sirous of moving from that community, but still, in order to find 
lucrative employment, they must travel great distances daily in order 
to exist and to make a living for the members of this family. 

Mr. Mriuer. Last year, when considering this legislation, we were 
in what might be described as a recession, and according to some econ- 
omists, we are pulling ourselves out of that situation. Would you say 
that the need for this sort of legislation is as acute or more acute this 
year than it was last year? 

Mr. Lane. Well, I would say it is acute, and I go a little further. 
I think it is more acute than it was last year. I think we have to go 
forward and do something about the unemployment compensation 
benefits, and to extend them further, and relieve the unemployment. 
I don’t think that the temporary bill we passed the other day is going 
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to take care of the situation, except for a few short months. I want 
to state that this legislation is more needed at the present time than 
it was last year, and we know full well that we were in a critical 
situation last year. 

Mr. Vani. Mr. Burke. 

Mr. Burke. Congressman Lane. Of course, I recognize the fact 
that you have been at the forefront of trying to solve the problems 
of the city of Lawrence. What is your opinion of the aid and assist- 
ance that the Small Business Administration has been able to give 
the city of Lawrence up to the present time, as far as relieving 
unemployment is concerned? Has it been of a substantial nature or 
has it been largely ineffectual ? 

Mr. Lanz. My opinion is that the Small Business Administration 
has offered little or no assistance, as far as I am concerned. I am 
satisfied that although a good many of my constituents, who are en- 
gaged in industry and business, who have filed applications from 
time to time with the Small Business Administration, have been 
unable to obtain loans because the regulations and restrictions that 
they require are about as commensurate as those that we require in our 
own local banks. In other words, my experience has been that if an 
industry is looking for loan assistance, it is just as easy for them 
to obtain it in one of the local banks in the area as it 1s to try to 
obtain it from the Small Business Administration. 

Mr. Burxe. Your district has been hit, too, by the closing of the 
Hingam ammunition plant, and also the layoff of 600 civilian per- 
sonnel by the Navy around Boston ? 

Mr. Lane. That is right. 

Mr. Burke. The administration has contributed somewhat to the 
increasing of unemployment in your district ? 

Mr. Lane. They certainly have. It is my opinion that our own 
Government has added insult to injury, if I may say, because of the 
fact that so many of our employees with pues and years of civil 
service, who have worked the greater part of their lives in the Boston 
Navy Yard, and in the ammunition depot at Hingham, and the naval 
accounts office in the city of Boston, in the Murphy General Hospital 
at Waltham, have all been laid off as the result of the cutting back 
of funds, and of course, it has added to the unemployment rolls in 
my section, just as it has in the section of Congressman Burke, the 
member of this committee. 

I suppose there are other programs—I don’t want to mention them 
here at this particular time because perhaps a few of the members 
would not agree with me—but perhaps a few of the programs inau- 

rated within the last week or two with regard to assistance to our 
industries, which have been taken away by Executive directive, will 
also increase the unemployment in our area. 

Mr. Burke. You mentioned the Reciprocal Trade Act and the influx 
of textiles coming in from Japan and other countries. Do you feel 
that the administration is responsible for this Reciprocal Trade re 
and for the creating of unemployment pockets, such as in the city 0 
Lawrence? And don’t you feel the administration owes a respon- 
sibility to those particular areas where it has helped to create un- 
employment ? 
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. Mr. Lane. May I say to Congressman Burke that, of course, every 
time the Reciprocal Trade Act comes up, we always have a provision 
in there that is supposed to take care of any of our domestic indus- 
tries, and domestic businesses that may be affected by the bill, with 
certain appeals to the Tariff Commission, and so forth. 

But in my opinion, it has never worked out, even though the Tariff 
Commission have made unanimous decisions in favor of an industry 
hurt as a result of reciprocal trade, the President has not seen eye to 
eye with his own Commission. For that reason, although we pass 
from time to time these reciprocal trade bills, and they always talk 
about peril-point provisions and others to help us if we are going 
to me hurt by the act, these provisions never seem to work. 

Mr. Vanix. Mr. Johnson, I would only like to make that observa- 
tion. If this administration expects to get support for a foreign 
aid program it must show a genuine concern for the economic health 
of all parts of the domestic economy. It becomes increasingly diffi- 
cult, Bs viously, for Members of Congress to assist countries overseas 
when the administration is not willing to meet the evident needs of 
people in our own country. i 

Mr. Lane. I quite agree with you, Congressman Vanik. I think 
you have put your finger on the pulse of the situation here, because, 
after all, as they all say, charity begins at home. 

Mr. Vanix. Mr. Lane, the subcommittee is very grateful for your 
splendid statement. We appreciate the time you have taken to testify 
here this morning. 

Mr. Lane. Thank you, Congressman Vanik, for affording me an 
opportunity to present myself before such an able commitee of the 
Congress. 

Mr. Vantk. Mr. Perkins, of Kentucky. 

The committee will hear you now, Mr. Perkins. You may proceed. 


STATEMENT OF HON. CARL D. PERKINS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Perkins. Mr. Chairman, members of the committee, the major 
domestic problem facing the Nation during the past year has been 
unemployment. The general economic improvement, while hearten- 
ing, has been far from adequate. At the latest count, 4,700,000 per- 
sons were fully unemployed in the United States. This has been the 
anes unemployment figure for January in almost two decades. All 
indications are that unemployment is going to remain a major prob- 
lem facing the Nation in the months ahead. 

But experience has shown that even complete recovery would still 
leave islands of chronic unemployment which have failed to share in 
the national growth and economic expansion. These areas have 
watched the parade of the national growth go by. While we have 
been concerned with the economic lot of dozens of nations throughout 
the world, and while we have expended billions of dollars to aid un- 
derdeveloped nations, we have failed to develop a comprehensive pro- 
gram to aid our own depressed industrial area. 

For 10 years while t have been in Congress, I have tried to secure 


legislation which would aid our own depressed areas. Last year when 
Congress adjourned I thought that my hope to aid the people in east- 








492 AREA REDEVELOPMENT ACT 


ern Kentucky and other similar areas had been to a partial degree 
realized, when Congress passed legislation to aid depressed areas. It 
was the deepest disappointment to me when the President pocket 
vetoed this bill. 

I am heartened by the fact that the Senate Banking and Currency 
Committee has already completed hearings on the subject to aid de- 
pressed areas and that favorable action on the part of the Senate is 
expected before the end of this month. I am confident that the House 
will not be far behind in passing a bill similar to the Douglas bill. 

We can no longer stand idly by while other areas and — in the 
United States are undergoing economic stagnation and decline. 

We can no longer stand idly by while millions of people in the 
United States must depend upon food distribution in order to support 
themselves. According to the latest count, in the district that I am 
privileged to represent, there are 93,000 persons dependent upon the 
distribution of surplus food commodities to feed themselves and their 
families. The per capita income in some of the counties in the District 
z as little as one-fourth or even one-fifth of the average for the United 

tates. 

Unemployment in the Seventh Congressional District in Kentucky 
has reached critical proportions. Last year unemployment in Pike- 
ville during 1958 reached over 30 percent. Yes, more than 3 out of 
every 10 people were unemployed in that community. In Hazard 
unemployment, according to the latest available data I have, is 18 
percent, and in Paintsville-Prestonburg it is in excess of 15 percent. 
In all of these areas unemployment has never dropped below the 10 
percent level for many years. Of course, figures do not tell the tragedy 
of want and misery to which the people of the Seventh District are 
subjected. 

I say that we cannot in good conscience continue to stand idly by 
while such misery, want, and deprivation exist in our midst. I say we 
cannot afford to allow the waste of human beings. 

The fact is that we can no longer afford to postpone a program to 
aid chronically depressed areas. 

The bill approved by the Senate subcommittee is excellent as far 
as it goes, but eastern Kentucky will not be rehabilitated until such 
time as adequate flood-control facilities are built and transportation 
facilities are provided. We must build the Fishtrap Reservoir and 
control the flood menace of the Big Sandy. We must also construct 
adequate roads to make the areas more accessible and attractive to new 
industries. 

The Douglas bill and legislation introduced by me since 1955 will 
provide some assistance for these programs. 

If Congress is to discharge this responsibility to the people of the 
United States, area redevelopment legislation must be on the top of 
the agenda of the 86th Congress. 

Mr. Chairman, I have a feeling that the committee will approve a 
bill similar to the Douglas bill. Personally, I would like to see the 
legislation go much further and provide an additional half billion 
dollars in grants for these various communities in the country that 
have consistently registered a high insured rate of unemployment for 
many years. We particularly need grants in the coal-mining com- 
munities to develop the water resources, for flood protection, public 
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facilities, and grants to improve roads. This, in my judgment, is the 
first step to make these communities attractive for industry. We must 

t' this assistance from the Federal Government. 

Mr. Vanik. Will you yield for a few questions ? 

Mr. Perkins. Yes, sir. 

Mr. Vanrk. Mr. Miller. 

Mr. Mutter. Mr. Chairman, I have a question. 

Congressman, do you believe that the need for this legislation is as 
acute or more acute than it was last year, when we were in a recession ? 

Mr. Perkins. Well, we have had a recession in my district. It com- 
menced with the closing of the mines in 1952 and has gotten worse 
every year. The need is greater today than it was even a year ago. 

Mr. Mixuer. We have had witnesses who have testified that once this 
situation takes over it seems to persist. It seems to get ingrained 
deeply in the fabric of the economy of the area, and it is almost impos- 
sible to lift yourself out of it. 

Is this confirmed by your own experience ? 

Mr. Perkins. That is confirmed by my own experience, and I can 
take you gentlemen to these communities, and I feel that you will come 
to the inescapable conclusion that it is growing worse daily. 

Mr. Mixer. One other question along this i We are going to 
have Congressmen who are relatively untouched by this grave and 
depressing problem, who are going sabe called on to vote on this ques- 
tion when it comes up on the floor. 

Would you say that this is something that might strike in any con- 
gressional district in the country, that technological change is not going 
to be confined to coal, to transportation, and to textiles? 

Mr. Perkins. I certainly would think so, for this reason: When I 
came to Congress, in the 81st Congress, a little over 10 years ago, we 
had approximately 30,000 coal miners working and today we have less 
than 9,000 in my district. And that just goes to show you what tech- 
nological improvements and science has done in that short period of 
time, together with the lack of demand for coal. 

Mr. Miter. Because it moves so rapidly. 

Mr. Perkins. That is right. 

Mr. Vanik. Some of that shifting employment has been as a result 
of shift to different types of fuel, has it not? 

Mr. Perkins. Well, of course, that istrue. We have lost some of the 
coal market. The coal production in 1949, when I came here, was 
about 550 million tons, and it doesn’t exceed that tonnage today. 

Of course, the greatest coal production we had was in 1947, when it 
was 650 million tons. 

Mr. Miiier. Congressman, we had a witness from your fine State, 
a former junior chamber of commerce president, who testified elo- 
quently in favor of H.R. 3505, Mr. John Whisman, and he proposed 
the idea of an underdeveloped regional program. You have hinted 
in rer testimony to this thing. 

you care to amplify on the need for public works programs in 
the underdeveloped regions of our country, water conservation pro- 
grams, and road construction, and so forth ? 

Mr. Perkins. I will be delighted. 

When the rail mines were opened the larger mines, long after 1910, 
I would say the majority of them, between 1910 and 1920, the roads 
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were very poor, and some of them had to generate their own elec- 
tricity, and did so for several years, but later they were served by one 
of the utilities, the Kentucky-West Virginia Power Co., and public 
conveniences, in the way of transportation, and the sanitation facili- 
ties, were very limited. Of course, railroads were constructed to take 
out the coal. 

As the years went on we have constructed some roads, but we have 
neglected flood control, and the transportation system in these various 
communities is not good; it needs tremendous improvement. Many 
of these communities are suffering by reason of floods, and we had 
flood oT oT in these communities to the extent of about $40 million 
in 1957. 

Mr. Mitrer. Then you would favor some similar idea to that pro- 
posed by Mr. Whisman ? 

Mr. ins. I have advocated that here before the congressional 
committees since 1955. He is advocating what I have been advocating 
for several years before Nec ap 

Mr. Miter. By the way, Mr. Whisman said he was going to secure 
the agreement of the junior chamber of commerce to go along with 
H.R. 3505, and with his proposed amendment. 

Mr. Perxrns. Well, i hope that the committee will go along and 
more money in the bill for grants. I would like to see you do that. 

f you put it in there, the bill provides for these public facilities, and 
you can earmark it for these communities which have had this high 
insured unemployment rate for a period of years. 

I think that way we can commence to make these communities at- 
tractive, and they can get started somehow. I believe it will be a help. 

Mr. Mitrer. Thank you, Mr. Chairman. 

Mr. Vani. Mr. Burke. 

Mr. Burxe. I don’t know whether I heard you correctly when you 
opened your remarks, but I think you made the statement that the 
unemployment was as high as 30 percent in the coal-mining regions 
in your community. 

Mr. Perkins. I didn’t get that statement. 

Mr. Vanrx. 30 percent, you state. 

Mr. Perkins. Oh, yes, the insured unemployment rate in the Pike- 


ville area all last year was around 30 percent. You can the labor , 
t 


markets there, in my district, the Hazard labor market, 
and the Prestonburg area, you will find that to be true. 

Mr. Vantx. Mr. Nahinson. 

Mr. Jonnson, I have heard the suggestion that we might use a sys- 
tem of varying the percentage amount of Federal aid for various 
programs that are now operating under other acts of Congress, not 
merely to reflect differences in per capita income of the States, but 
perhaps also to relate to differences in the level of unemployment in 
the States, or in depressed areas within the States. 

Would you think this might be a device by which we could use the 
general public works program now in operation in an effort to encour- 
age more public works in these areas ? 

Mr. Perkins. Well, now, let me say this, gentlemen: That those 
programs are of very little assistance. The school construction pro- 
gram would be of assistance, but we don’t have that. The legislation 
you refer to doesn’t reach any of these counties: We don’t get any 


e Pikeville, 
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grants, even from the hospital program, in these particular counties, 
where we have miners’ hospitals—the UMW constructed hospitals. 

So we have got to have separate legislation, and these people, but 
for our social security and welfare checks, and so forth, and veterans’ 
payments, would be in a terrible predicament. 

Mr. Mixer. Along that line, Congressman, we had testimony from 
Mr. True Morse, of the Department of Agriculture, who testified to 
what they were doing in connection with rural areas, and I tried to 
get him to indicate whether or not our Federal programs were getting 

own into our poorest agricultural communities, and to the poorest 
farmers of those communities, but was unable to get any clear-cut 
response. 

Would you say that our poorest farmers, in our areas that are most 
poorly off, are getting any real benefit from those programs? 

Mr. Perxrns. I haven’t seen the result of any, but I think this, that 
these small farmers reap greater benefits from the ACP payments than 
any other phase of the agricultural program. I am not criticizing 
the rural development program which we have provided funds for, 
but there has not been any great accomplishment in these particular 
areas under that program. It only touches the problem to a limited 


4 rae 
r. Miter. Thank you, Mr. Chairman. 

Mr. Vanik. Thank you very much for your splendid statement. 

Mr. Perxins. Thank you. 

I want to say that I have always supported the rural development 
/o— and will continue to do so. 

r. VANIK. Our committee appreciates your time and effort in 

being with us this morning. 

Mr. Perkins. And with your permission, Mr. Chairman, I will 
revise those remarks. 

Mr. Vanik. As was previously stated, without objection your state- 
ment may be revised and extended within the record. 
. I might point out to the members of the committee, that there is a 
possibility of a rollcall vote. 


We will now hear from Mr. John Brademas of the Third District 
of Indiana. 


STATEMENT OF HON. JOHN BRADEMAS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


_ Mr. Brapemas. Mr. Chairman, I am John Brademas, Representa- 
tive from the Third District of Indiana. I appreciate very much 
the opportunity to testify before this committee in support of the area 
redevelopment bill which, as H.R. 3451, I have introduced in the 
House of Representatives. 

The district I represent has for too many months during the years 
since early 1953 suffered from severe unemployment. Two of the 
labor market areas in my district, St. Joseph County—South Bend- 
Mishawaka—and LaPorte-Michigan City, have repeatedly during 
these years been in the substantial labor surplus category. 

I believe, Mr. Chairman, that some rsa, maa a moving and elo- 
quent study published in the New York Times just this week sum- 
marize the harsh and tragic problem with which the area redevelop-. 
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ment bill is designed to deal. The article, entitled “People Behind 
Statistics,” begins with these two sentences: 

Unemployment is a figure in a Government report, as dreary and lifeless as 
the Federal debt or the death rate. 

Unemployment is people—the individual hardship and heartache of 4,749,000 
Americans, willing and able to work but unable to find suitable jobs. 

What bears most raspingly on today’s jobless— 


says the article at a later point— 


is the sense of uselessness that comes with being unwanted and unneeded in the 
world’s richest and most productive nation. 

Mr. Chairman and members of the committee, the largest manu- 
facturing area in my own congressional district, St. Joseph County, 
suffered unemployment averaging over 13 percent during 1958, while 
in neighboring LaPorte County, unemployment approached 10 per- 
cent during that year. 

I am very glad to report that the remarkable success of the new 
Studebaker Lark, which is manufactured in South Bend, since the 
start of this year has been largely responsible for an encouraging rise 
in employment in St. Joseph Catia in recent weeks. In spite of the 
employment gain, unemployment also rose in February over January 
due to an increase in the work force. On the last day of this month, 
moreover, the Kingsbury Ordnance Plant in LaPorte County will 
close down and several hundred more persons will be moved into the 
ranks of the unemployed. Although I made every effort to persuade 
the Department of the Army to find alternative uses for this plant, 
the Army insisted on closing it down and, of course, this decision 
means an added drag on the economic recovery of the area. 

I know from the situation in my district, therefore, that we can- 
not accurately assume, as some do, that the problem of serious, chronic 
unemployment in our country is well on the way to solution. For 
example, the latest figures released by the Indiana Employment Se- 
curity Division for Michigan City show that from mid-November 
1958 to mid-January 1959, employment declined by over 10 percent, 
primarily in manufacturing. 

Nor is this problem of deep and continuing unemployment con- 
fined to a few areas. There are a dozen communities in the State of 
Indiana alone which the Department of Labor classifies as areas of 
major unemployment. And I understand that throughout the Nation 
as a whole 76 major and 183 smaller labor market areas in 35 States 
have 6 percent or more of their total labor force unemployed. 

It should be pointed out, moreover, that the figures for covered 
insured unemployment do not reflect the full impact of unemploy- 
ment. I understand that these figures show only unemployment 
among workers covered by State unemployment insurance and that 
covered unemployment reflects roughly only two-thirds of total un- 
employment. For this reason I want particularly to draw attention 
to the importance of the provisions of this bill which would empower 
the Administrator to use all sources available to determine the extent 
of unemployment in a given area. I am sure that a more thorough 
analysis of unemployment in a specific labor market area would show 
a iabitentially higher number of unemployed than current figures of 


the Department of Labor indicate and would therefore bring a larger 
number of areas within the provisions of the bill. 
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Now, I want to make clear that these hard-hit communities in my 
district have not sat idly by waiting for someone else to help them 
out of their difficulties. They have formed local committees to en- 
courage new industry to locate in their areas, and in one instance 
were already preparing to initiate a program under the area redevel- 
opment bill passed by the 85th Congress when that legislation was 
vetoed by President Eisenhower. If the 86th Congress passes the 
area redevelopment bill, Mr. Chairman, I hope the President will not 
again veto jobs for Indiana and other States with serious unemploy- 
ment. 

I may say parenthetically that I cannot understand how President 
Eisenhower can urge us in Congress to vote nearly $4 billion for aid 
to the distressed areas of the world while at the same time he vetoes 
aid to the distressed areas of the United States. 

The area redevelopment bill has simply this purpose: to help areas 
suffering from persistent and substantial unemployment take effec- 
tive action under private enterprise to bring in new industries and 
create new job opportunities. 

The major cause for this lack of new industrial growth in many of 
the hard-hit communities we are discussing is their economic inability 
to provide necessary facilities, such as sewer facilities, water and roads 
for the development of planned industrial areas. The area redevel- 
opment bill, anata loans and grants, will provide the framework 
for an immediate program to bring new jobs to distressed areas and 
it will be a program in which private enterprise will work jointly 
with the local and Federal Government. 

Mass unemployment is wasteful in both human and economic terms. 
We cannot afford the lost production and loss of tax revenues caused 
when millions of persons are without work for long periods of time. 

Mr. Chairman, we hear a good deal these days about inflation and 
balancing the budget. To those who say the area redevelopment bill 
is inflationary, one can only ask, is it inflationary to get people off the 
relief lines and back on the assembly lines? Is it inflationary to have 
people once again earning wages and paying their taxes? Is it infla- 
tionary to give millions of Americans without work who want to work 
an ~ sare erm to balance their own budgets ? 

r. Chairman, the area redevelopment bill, of which I am proud 
to be a sponsor, is a sound bill, a much needed bill, and I hope very 
much that your committee will report it favorably and quickly. We 
need effective action now if we are to stimulate industrial develop- 
ment in distressed areas, and so make genuine progress in the fight 
against chronic unemployment. 

As the New York Times in an editorial published just this morn- 
ing said : 

The unemployed are our fellow Americans and their desire to work is a 
legitimate desire and one which our society must satisfy. 


Mr. Vantk. I have just one question, Mr. Brademas. 

Which of these several proposals would you be supporting in your 
statement? Do you havea bill? 

Mr. Brapemas. My bill is identical with the Douglas bill, the 
Spence-Douglas bill. 

Mr. Vanik. Mr. Miller. 
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Mr. Mitre. Mr. Chairman, realizing time is limited, I just want 
to say this: ae be Jo 

Mr. Brademas, would you say the need for this legislation is as 
acute or more acute than it was last year’, a recession year? 

Mr. Bravemas. I think certainly the fact that we still have unem- 
ployment hovering around the five million mark—and one could add 
to that total the number of persons working on short workweeks— 
one would see that the situation is still very grave and acute in the 
United States. The need for this legislation is still very much there. 

Mr. Mier. A witness who preceded you, Mr. Mueller, of the De- 
partment of Commerce, used the city of South Bend as an example, 
a a few hours ago, of a city that has pulled itself up by its own 

tstraps, and as an example of what could be done, not necessitating 
any further action. 

Would you have any comment to make on this testimony ? 

Mr. Brapemas. Naturally, Mr. Miller, I hope very much that South 
Bend is going to keep on picking up, so far as employment is concerned, 
but I have already indicated that in spite of the rise during the last 
few weeks in employment, due in part to the increased production at 
the Studebaker-Packard plant, there has still been an increase in unem- 
ployment. 

Now, we know that the automotive industry is a highly volatile 
industry, and I think it is no secret that the Studebaker-Packard plant 
has been struggling for survival in this highly competitive field. Who 
can say, in waaly 1959, what is going to happen in the late months of 
this year? The fact that we have had, since the early years of the 
Eisenhower administration, a continual series of months of substan- 
tial labor surplus in the South Bend-Mishawaka area doesn’t mean 
that we can put all of our eggs in one basket. I think that we need to 
press for stimulating several industries in areas like that in St. Joseph 
ee Ind., and not put all of our hopes on one industry’s booming 
along. 

Mr. Mutter. Of course, he used this in the context that local action 
could accomplish all of the ends desired, rather than the interference 
of the National Government. 

Mr. Brapemas. Well, I am glad to say that there are groups in the 
district that I represent which have made efforts toward bringing 
industry into our area, but we have also, in spite of the laudable 
efforts of these groups, seen industries leave our community during 
the last couple of years, and therefore I cannot agree that this is a 
problem which can be solved purely by local effert. 

Mr. Mixer. It is a national problem? 

Mr. Brapemas, It certainly is a national problem. 

Mr. Mriuuer. And one to which the Congress must address itself? 

Mr. Brapemas. Indeed it is. 

Mr. Miiter. And this technological change is something that can 
strike any congressional district suddenly and practically without 
warning / 

Mr. Beiiuieiiel Yes, sir. 

Mr, Mutter. Thank you. 

Mr. VantK. Mr. Burke. 

Mr. Burke. Congressman, don’t you believe it might be wishful 
thinking on the part of the Under Secretary when he said that these 
communities could lift themselves up by their own _ bootstraps? 
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Haven't all these communities throughout the Nation that have had 
these high unemployment figures, haven’t they been trying to lift 
themselves up by their bootstraps, and they just have not been 
successful ? 

Mr. Brapemas. Yes, sir; I think it is not purely a matter of local 
communities having failed to take initiative and having failed to work 
hard in an effort to bring new industry into their areas. They all 
have, as you suggest, sir, been making splendid efforts, but they 
simply have not been able in certain areas to do the job, for various 
reasons that we are all familiar with. 

Therefore, I think the Under Secretary would be well advised to 
come on out to my part of the country and I will show him some of 
the people who have lost their jobs, and who don’t think they can rely 
too strongly on bootstrap efforts alone to get them back. 

Mr. Burke. In other words, is it your opinion that he more than 
likely cited the exception rather than the rule? 

Mr. Brapvemas. I have no question in my mind about that whatso- 
ever. As a matter of fact, I happened to run into the Under Secre- 
tary of Commerce the other day when I was testifying in support of 
this bill before the Senate Banking and Currency Committee, and 
he showed me the article published in a national magazine referrin 
to the increased production at the Studebaker plant, and I told him 
I was naturally pleased to see it, but drew to his attention the fact that 
there was an error in this article. The error was as follows: 

The article said that because unemployment was only about 6.4 per- 
cent of the total labor force, as I recall, in St. Joseph County, the 
area was no longer considered to be a critical labor area. I said to 
the Under Secretary I didn’t think there was any political quarrel 
about the definition of a surplus labor area. That is a matter of 
plain nonpartisan economics. © If you have 6 percent of the total labor 
force out of work you have a substantial labor-surplus area. To my 
surprise, he didn’t agree with this definition. So if he is going to 
quarrel with something as obvious as this, perhaps he is not as well 
advised on these matters as he ought to be Saleen coming up here to 
oppose this legislation. 

Mr. Burke. He also may have failed to take into consideration, for 
instance, in my own case, I bought a Buick 2 years ago, and I turned 
it in for a Studebaker. 

Mr. Brapemas. You showed commendable judgment. 

Mr. Burke. I might have added to the unemployment in Detroit 
and helped the unemployment situation in South Bend. 

Mr. Brapemas. I want to see people go back to work in both places. 

Mr. JoHnson. I want to commend the gentleman from Indiana for 
a very fine statement. His use of the phrase, “substantial labor sur- 
plus,” causes me to comment, and then ask a question. 

There was a time when we frankly admitted that if there was a 
large number of unemployed that this was substantial unemployment. 
And we used phrases that said that in the official reports. Now we 
tind some years ago the administration decides that would perhaps 
sound better if we spoke of these as labor “surpluses” and “substantial 
labor surpluses,” and “very substantial labor surpluses.” 

Do you believe that the problem is not as bad if we call it a labor 
surplus as if we were to call it substantial unemployment ? 
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Mr. Brapemas. I think your point is very well taken, Mr. Johnson, 
but as the fellow once said, “No matter how you slice it, it’s still 
baloney.” 

To the man who is out of work he is unemployed. No matter if 
he is told he is a statistic in a category described as “substantial labor 
surplus,” or not. As a matter of fact, I might again call to the 
attention of the members of the committee the article in the New 
York Times published this week, entitled “People Behind Statistics,” 
in which we read some sentences that dramatize, in very fine fashion, 
how all too many persons fail to think of the serious problem of 
unemployment in human terms. 

Mr. Jounson. I am worried about precisely the same point. That 
was the reason for my somewhat ironic question. I should say that 
I am distressed by the debasement of the English language. We used 
to think of a surplus as a very fine thing. Banks had capital and 
surplus. Surplus was always a sign of true prosperity and great 
wealth. Now, in the field of agriculture surpluses are a curse word, 
and in the case of unemployment they are a way of dismissing the 
problem. 

Mr. VaniK. Very aptly put, Mr. Johnson. 

Are there further questions? 

Tf not, thank you very much. 

By the way, I have one question. From all I hear in Ohio, you 
folks in Indiana have the lovely industrial climate that our industrial- 
ists promise to move to. They say “If you don’t treat us well we are 

oing to move to Indiana.” How does the distress in Indiana exist 
in the splendid industrial climate that you are supposed to have? 

Mr. Brapemas. I suppose it is true, Mr. Chairman, that States that 
border on other States like to point with trembling finger to their 
neighbors in an effort to defend their own need for low tax rates 
for business for example, and for other devices to induce industry to 
stay. But the fact oF the matter is that in the Midwestern States, 
Illinois, Indiana, Michigan, you find the fellow on the left pointing 
the finger at the fellow on the right, and the fellow on the right points 
the finger at the man next door. So they are all pointing at each other, 
in a kind of circle of warning, each claiming that industry may leave 
unless it gets proper treatment. 

I think that, if I may make a somewhat partisan statement, if we 
are able in 1960 to elect a new Governor in Indiana, this will perhaps 
be the most favorable of all developments for attracting new industry 
to our State. 

Mr. Vanix. From your observations, has the existence of a right 
to work law in Indiana brought greater enterprise and industry to 
the State, and helped it to solve its problems ? 

Mr. Brapemas. No, sir. As a matter of fact, we did make an effort 
in the Indiana General Assembly, this last session—the one that ad- 
ae last week—to repeal the so-called right-to-work law. The 
aw was repealed by the House of Representatives, which is controlled 
by the Democratic Party, but was not repealed by the Indiana State 
Senate, which is controlled by the Republican Party. 

Mr. Vanix. As a member of the national body, as a member of the 
Congress, do you think it is wise for the several States to compete 
with each other with attractive tax climates to lure industry from 
other States? 
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Mr. Brapemas. I am all for competition, but after all we are not 
only citizens of our States, Mr. Chairman, we are citizens of the entire 
Nation. I think that is one reason this great committee is to be com- 
mended for showing such keen interest in area redevelopment legisla- 
tion designed to cope with a national problem. 

Mr. Vanrx. And in your opinion, do you consider the cost of labor 
alone one of the prime elements of competition ? 

Mr. Brapemas, Certainly not. The cost of labor is obviously one 
important cost factor in our economy, but there are many other factors 
that ought also to be considered. 

Mr. Vantk. I want to take this opportunity to thank you, Mr. 
Brademas, for your splendid statement. This subcommittee is very 
grateful to you for taking the time to appear. 

Mr. Brapemas. Thank you, sir. 

Mr. Vanik. The next witness is Mr. Sam Stratton, from the 32d 
District of New York. 

Sorry we had to keep you this long, Mr. Stratton, but it was unavoid- 
able due to the quorum call. 

You may proceed. 


STATEMENT OF HON. SAMUEL S. STRATTON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Srrarron. Thank you very much, Mr. Chairman, and members 
of the committee. I have no prepared statement. I merely wanted 
to come before the subcommittee to make clear my support for the 
legislation, the area redevelopment bill. 

r. VANnIK. At this point, Mr. Stratton, would you like leave to sub- 
mit soe on a prepared statement to be included along with your re- 
marks? 

Mr. Srrarron. No, thank you, Mr. Chairman. I don’t think that it 
will be necessary. I think I can indicate in general terms my support 
tor this legislation. 

Mr. Vantk. You may proceed. 

Mr. Srrarron. And to indicate my desire that the committee rec- 
ommend it favorably to the full committee, and thence to the House. 

I might say that I, too, represent a district which ordinarily is 
thought of as being a leading industrial district of the country, cen- 
tered in Schenectady, home office of the General Electric Co., and yet 
for many months this district, including Schenectady, with its turbine 
manufacturing development, the city of Amsterdam in carpets, and 
the cities of Johnstown and Gloversville, producing gloves, this whole 
district has been suffering heavily from unemployment. 

I think in fact one indication of the extent of that unemployment, 
and the significance in which it is held by the people of the district, 
is the fact that last year they sent to Congress a Democrat for the 
first time in 42 years. 

We have in the area the glove industry, which is suffering from 
roughly 12 or 13 percent unemployment. We have the carpet industry, 
which is depressed, and the city of Amsterdam is suffering from about 
18 percent unemployment. And the city of Schenectady, with the 
General Electric Co., is suffering from about 6 or 7 percent unemploy- 
ment, 
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I would like to say, Mr. Chairman, that I support the bill, and I 
am in favor of it. I do have several suggestions to make with regard. 
to it. 

I have introduced a companion bill, which is in all respects similar 
to the Douglas-F lood bill or the Douglas-Spence bill, but which differs 
in one regard, and that is with respect to the length of time required 
for becoming eligible for relief. My bill is H.R. 3698, and it differs 
by eliminating the requirement that a community which is suffering 
6-percent unemployment must suffer that unemployment for a period 
of 18 months before it could become eligible. 

My bill sets a limit of 12 months for the 6-percent unemployment, 
and I think this is an important distinction, Mr. Chairman, and I 
would like to urge the committee to consider favorably my bill. 

Specifically, in Schenectady, we have 6-percent unemployment, and 
we lice had it for a year. The fact that we have had this degree 
of unemployment for this period of time indicates to me that this 
is a serious situation; the situation has been deteriorating in the past 
12 months instead of improving, along the line of some of the ques- 
tions asked by Congressman Miller, and I think if the kind of indirect 
help offered by this bill is to be effective at all it ought to come quickly 
rather than be delayed. 

Very frankly, I think we have to admit that the kind of help offered 
by the bill is only indirect. I am not sure that the lack of funds is 
the only reason why aid has been slow in coming to these communities, 
and by providing loan funds I am not sure that we are doing every- 
thing that has to be done, but if that type of indirect aid is to be 
helpful I think it should come quickly. 

The second change that I would like to urge on the committee is 
also contained in the bill which I introduced, H.R. 5556, which would 
provide a fast tax writeoff for manufacturers locating in unemploy- 
ment areas or expanding in unemployment areas. I think we have 
got to do more than just set aside available loan funds. I am not 
sure that that is going to be enough to attract new businesses into an 
area in spite of the fact that it is, as Mr. Lane said, a step in the right 
direction. 

I think we have got to offer some kind of a positive inducement, 
and if we can give these manufacturers the same kind of fast tax 
writeoffs that many of them now get in moving from an existing 
yoampeoyaent area into another part of the country, we will perhaps 
reverse that trend and actually provide a positive inducement to people 
not only to remain in the area and to expand, but also to move in from 
the outside. 

I would like to urge those two changes in the bill, or at least to 
urge the fast tax writeoff, which is not before this committee, as a 
companion piece. I think together they provide a package which 
should go a long way toward meeting this problem. 

Mr. Vantk. Are there any questions? r. Miller? 

Mr. Mitxer. I would make a similar comment, that we have had 
testimony from Dr. Miernyk, Dr. Sonne, and others, of the persistence 
of this kind of Soa (me ere once it begins, and I think your sug- 


gestion to lower the limit to 12 months is an excellent one, so that 


this disease does not become fastened to an area too readily. 

Would you be able to give us any more detail as to whether this 
evidence of persistence is beginning to appear in your experience in 
this 32d Congressional District ? 
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~ Mr. Srrarron. There is no question about it, Mr. Miller. It is 
persisting in the glove industry, and in the carpet industry, and has 
persisted for some time. Schenectady, itself, was out temporarily of 
the 6-percent class. I don’t know whether you call that substantial 
surplus or very substantial surplus. It was out temporarily for 
about 12 months, and now has been back in for 12 months. d I 
think this is a definite trend, and since it happens to be a trend against 
presumably the trend of the country at large, I think it makes it all 
the more significant, and the way it means that this kind of indirect 
help, I think, is going to be less and less effective. 

Mr. Miter. Do you find the younger people moving away, and the 
older people hanging on ? 

Mr. Stratton. That is right, absolutely. You spend a lot of money 
educating the young people in your community, and then they go 
out somewhere else to get a job, and they don’t contribute to the life 
of the community, itself. 

I might also mention that one way of solving this problem of the 
6 percent was suggested in the Senate by an amendment offered by 
Senator Williams of New Jersey, and several other Senators, that 
where a community had been hard hit by reason of imports, and was 
hard hit to the extent of 6 percent unemployment, that the benefits 
of the bill ought to be made available to them. 

I think that we are a community that would also qualify under 
that type of amendment, and whether my form or the form offered in 
the Senate is the more desirable one, I wouldn’t care which avenue 
was provided. I think either one would be effective. 

Mr. Miuier. We have asked this question of many other witnesses. 
We are going to be faced with the situation where those members who 
are not affected by this distressing story are going to have to vote 
on the bill. Can you give us an idea as to the acuteness or need for 
this legislation this year as compared to last year ? 

Mr. Srratron. As I said earlier, the situation has definitely 

worsened in our area compared to what it was a year ago. We have 
been further hit, as I have had occasion to mention on the floor, by. 
the closing down of a naval installation in the community, and also 
by the failure of the General Electric Co. to get some turbine con- 
tracts that went abroad instead. All of these point up the fact that 
we have a situation that is more critical today than it was 12 months 
ago. We really need some sort of assistance, if that trend is going 
to be reversed. And our community, too, is trying to mobilize its 
own efforts and set up organizations to attract businesses, but the 
General Electric Co. can lay off 500 people in a week and you can 
knock yourself out for a year or 2 years to bring in an industry that 
sagt employ a hundred or a hundred and fifty people. So you feel 
as t. ough you are trying to fill up asieve. 
Mr. Miter. That, of course, is the emphasis which this adminis- 
tration places on the ability of local communities to handle this prob- 
lem, essentially. They think the role of the Federal Government is 
unnecessary. 

Mr. Stratton. It just doesn’t work. Local communities try very 
hard, and they don’t succeed. 

As I say, I am sure that this bill by itself is going to be a magic 
solution, but I think it will provide some help that is desperately 
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needed and may well be a shot in the arm that would help us move 
forward. It is certainly better than no bill at all, and I think the aid 
is needed quickly rather than after a longer period of time. 

Mr. Vanix. Mr. Burke. 

Mr. Burke. How would you characterize this resolution 3505? 
Would you say it was a moderate approach, very moderate, or would 
you call it an extreme piece of legislation 

Mr. Srratron. The bill that is before the committee, you say # 

Mr. Bourke. H.R. 3505, or the bill that you are reeommending. 

Mr. Srratron. I would say it was a very moderate approach in my 
judgment. 

As I say, I think it is the least that we can do to meet the problem. 
I certainly wouldn’ feel that it was extreme by any manner of means. 
The bill very wisely, I think, requires local action by local interests. 
It is not a matter of the Federal Government stepping in and trying 
to take over. It is merely an approach which requires local interest 
and local action, supplemented by whatever assistance can be provided 
under the bill, and that is why I think it is basically a bipartisan bill. 

We have people on both sides of the aisle behind it. 

Mr. Vantx. Mr. Johnson. 

Mr. Jounson. Do you believe that if we help the distressed com- 
munities with this bill, H.R. 3505, we might in some way a 
the prosperity of the more prosperous and successful communities that 
don’t have this problem ? 

Mr. Stratton. No; I am not particularly worried about that, Con- 
gressman. I testified before the Senate, and shortly before I testified 
there was a representative from the national chamber of commerce who 
was making that point. He said this bill would merely enable one 
community to steal jobs away from another community. I think to 
believe that you have to believe that the economy isn’t going to get 
any bigger, that it is just a matter of shifting it around, and I cer- 
tainly don’t agree with that. 

What we have got to do is stimulate new jobs, new production, and 
that I think is what this bill could do. 

For example, in Schenectady, we have a lot of ingenious General 
Electric engineers, and scientists. Some of them are being laid off. 
Many of them have workshops in their basements. They are dream- 
ing up inventions of one kind or another. If we could stimulate 
them, perhaps to merchandise some of these things, we would get new 
i gi That is just the kind of thing that I think this is destined 
to do. 

Mr. Jounson. Thank you. 

Mr. Vanix. Are there further questions? 

I have one question. I know you are very much concerned about 
that turbine contract that your area lost. Have you made any 
inquiry to determine whether or not the principal manufacturer in 
your community has any financial interest in the company ab 
which landed the contract ? 

Mr. Srratton. I haven’t inquired into that. I would be very sur- 
prised if they did, however. They may well have a financial inter- 
est in some companies abroad, but I don’t think there is any connec- 
tion there. I haven’t checked into it to be sure; no. 
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Mr. Vanik. Thank you very much for your splendid statement, 
Mr. Stratton. Our committee is very grateful to you. 

Mr. Srratron. Thank you very much, Mr. Chairman. 

Mr. Vanik. Our next witness is a member of our Committee on 
Banking and Currency, the Honorable Hugh J. Addonizio, of New 


Jersey. 


STATEMENT OF HON. HUGH J. ADDONIZIO, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. Apponizio. Mr. Chairman and members of the committee, 
may I commend your subcommittee for these hearings on the area 
redevelopment legislation. There is a desperate need for action, and 
I earnestly hope that an effective program will be approved at this 
session. 

It was a great disappointment to me to read, on September 6, 
1958, that the President vetoed one of the most constructive acts of 
the 85th Congress, the area redevelopment bill. The President’s 
veto was a shock to me as the need for the program had been made 
evident at the extensive hearings conducted ~~ our committee. The 
magnitude of the problem is attested to by the fact that close to 50 
bills, including H.R. 4897 introduced by me, are now pending before 


ou. 

I believe that the provisions of the bill are necessary for the de- 
velopment of a healthy, dynamic economic system. During recent 
years we faced the anomaly of the existence of recession and depres- 
sion in the midst of general economic growth and prosperity. While 
the country as a whole enjoyed economic poe during the 14 years 
since the end of World War II, a number of communities in the 
United States have not shared in the general well-being enjoyed by 
the rest of the population. Some communities have suffered from 
chronic unemployment throughout these years while other areas have 
enjoyed a shortage of labor. The same communities have also been 
hit most by the impact of the recession. 

In my own State of New Jersey unemployment is a major problem. 
The December unemployment figures were the very highest in more 
than 10 years, with almost 1 out of every 10 workers in the State 
currently out of a job. All but 1 of the 14 labor-market areas in the 
State of New Jersey is currently beset with a chronic state of substan- 
tial labor surplus. The Area Employment Expansoin Committee has 
performed a most valuable service in publicizing the problem of dis- 
tressed areas. In the committee’s “Area Redevelopment Fact Sheet 
= 15,” the present situation in the State as a whole is sketched as 
ollows: 


In January 1959 the rate of unemployment in the State as a whole was 9.3 
percent. No substantial change has since taken place. The number of unem- 
ployed was 221,000. There was a high concentration of chronic unemployment 
in the labor markets, with more than 6 percent unemployment. In November 
1958 the number of unemployed in the areas of substantial labor surplus exceeded 
6 percent of the labor force by 36,282, or 22 percent of the total unemployed. 
This is a measure of the size of the unemployment problem. The proposed area 
redevelopment legislation is designed to remove the excesses of unemployment 
in areas where substantial labor surpluses have become a chronic condition. The 
26,050 unemployed persons in the 4 New Jersey areas which would be eligible 
for Federal assistance comprised 14 percent of the labor force in these areas. 
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The area redevelopment bill would foster conditions which would stimulate the 
employment of at least 11,419 of the unemployed. 

In addition, hundreds of rural communities throughout the United 
States have never developed their economic base enough to share in 
the high standards of living which must be the birthright of every 
American citizen. The populations in these areas have dwelled in 
poverty and deprivation. 

To help these communities to build up their economic base and to 
pull them out of the economic morass to which they have been sub- 
jected over the years, Federal aid is essential. The proposed legisla- 
tion is thoughtful, modest, and conservative. It is based on the prin- 
ciple that the Federal Government will aid communities to help them- 
selves. Area redevelopment legislation has four basic provisions: 

(1) The Federal Government would help communities to finance 
surveys which would enable them to appraise their economic and 
human resources as well as their economic potential. This is the first 
step needed for any community in order to realize its economic possi- 
bilities. But many communities, particularly depressed industrial 
communities, as well as low-income rural communities, do not have 
the resources to start such projects. This service would have to be 
done at the local level by the people in the communities. But the 
Federal Government would supply some of the know-how and help 
finance these surveys. 

(2) It is a well-known fact that communities suffering either from 
unemployment or underemployment do not have sufficient venture 
capital in order to attract new industry or to help expanding in- 
digenous industry. The traditional financial institutions hesitate to 
finance loans in these types of communities, and even when they are 
willing to help finance such loans the interest rates are frequently 
too high. It is accordingly necessary to provide for the establish- 
ment of two revolving funds of $100 million each, one for industrial 
areas and one for rural areas, from which businesses locating in these 
areas would be able to borrow at a reasonable rate of interest so as 
to provide new employment opportunities for the people in the dis- 
tressed areas. 

(3) In most cases, areas suffering from chronic unemployment or 
from low income are not sufficiently attractive to new industry. They 
may not have the necessary public facilities needed for new industry. 
To aid the most distressed types of communities it is proposed to pro- 
vide an annual fund of $75 billion to help these communities build 
the essential public facilities needed in order to make them attractive 
for economic growth, development, and expansion. 

(4) Finally, many of the unemployed persons in the distressed areas 
do not have the necessary training in order to qualify for new jobs 
that. might be attracted to the area. The program calls upon the 
Federal Government to help local communities establish the necessary 
vocational training facilities to prepare the unemployed and under- 
employed in the distressed communities for new jobs. It is only 
elementary that during the period in which these persons would 
undergo training they would need some means of subsistence in order 
to devote their energy to their training or retraining for new jobs. 
The measure, therefore, provides that during the period in which 
an unemployed person undertakes training he would be receiving 
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subsistence equal to the average unemployment insurance paid in the 
State. The bill specifically provides that persons who are already 
collecting unemployment insurance would not be entitled to the 
retraining subsistence. 

As I said earlier, this program is modest but essential. Much has 
been made of the fact that it is costly. I believe that it is most costly 
not to go through with the program, because the depressed areas are 
a continuing source of large public expenditures in terms of public 
assistance and other welfare programs. In the long run, just as a 
matter of sound economics, let alone in terms of human values, it 
would be a good investment to help the economic rehabilitation of 
depressed communities. 

Ylosely associated with the area redevelopment bill is the proposal 
to establish a revolving fund to make loans to municipalities for pub- 
lic works. Many of our urban areas are suffering from economic 
stagnation and are facing the danger of becoming depressed areas. 
It is a well-known fact that we have let our public facilities deteriorate 
during recent years. During the last few years, when we did have 
prosperity, communities found that interest rates were exorbitant so 
that they could not afford to embark on the construction of much- 
needed public facilities. Consequently, many of our urban communi- 
ties are now lagging in their construction programs. To help the 
rehabilitation of these communities and to catch up with the deficit 
in their public facilities, Federal aid is needed in the form of estab- 
lishing a fund from which a community would be able to borrow 
needed funds at reasonable rates of interest. 

The dynamic American economy needs both types of programs in 
order to help America realize its full economic potential and growth. 
I pray that these matters may be removed from the political arena 
and that the President and the administration will see the need for 
this legislation. I firmly believe that this is not partisan legislation. 
It is needed for the good and the strength of the country. This 
Nation cannot afford an unbalanced economy in which millions of our 
pom have been unable to find jobs. This grave domestic issue must 

given top priority if we are to achieve the expanding economy our 
national welfare demands. 

Thank you. 

Mr. Vantx. Thank you, Mr. Addonizio, for a very splendid: state- 
ment. 

Our next witness is the Honorable Thomas L. Ashley, also a mem- 
ber of our Committee on Banking and Currency. 


STATEMENT OF HON. THOMAS L. ASHLEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Asnury. Mr. Chairman, I would like to express my thanks for 
this opportunity to present testimony on behalf of a Federal area 
redevelopment program. 

This legislation has been under consideration of both the House 
and the Senate for some time. During this period it has become 
abundantly clear that there are certain areas in our country which 
are beset by persistently depressed economic conditions which do not 
seem to respond to fluctuations in the business cycle—they just become 
more depressed as time passes. 
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Last year, unfortunately, legislation aimed at providing aid for 
such areas was killed by Presidential veto after being approved by the 
House and Senate. Since that time these chronically hard-hit areas 
have registered no economic gain, despite gradual improvement in 
business conditions. Thus it becomes clear that special measures must 
be adopted if these areas are to be stimulated and returned to a con- 
dition of relative prosperity. 

There is no question, gentlemen, but that we must face squarely 
the appalling fact that in 7 percent of our counties, 15 of every 100 
residents exist on a day-to-day basis on the commodities distributed 
by the surplus agricultural commodities program. The total num- 
ber of persons involved far exceeds a million, and the situation of the 
children is critical beyond belief—many have had no fresh eggs or 
milk for more than 2 years. 

It hardly needs to be pointed out that this grisly situation must be 
attacked at once if it is not to feed upon itself. The thousands of 
pages of testimony collected in recent years points clearly to 4 main 
reasons for the continued economic depression in a growing number 
of our communities. 

Briefly these are (1) lack of industrial diversification, (2) changes 
in technology, (3) depletion of natural resources and (4) lack of suf- 
ficient economic base in these areas. 

The legislation under consideration would, I believe, alleviate to 
a great extent the first two of these causes and would have a moderat- 
ing effect on the other two. If, in addition, this Congress can liberal- 
ize the surplus commodities program and give encouragement to com- 
munities facilities construction, a very positive step will have been 
taken toward alleviation of these economic cancers which blight our 
national life. 

Mr. Vanix. Thank you, Mr. Ashley, your views will be given every 
consideration by the committee. 


STATEMENT OF HON. LEE METCALF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MONTANA 


Mr. Mercatr. Mr. Chairman, I appreciate this opportunity to con- 
tinue my support of the Area Redevelopment Act, H.R. 3466, aimed 
as it is directly at the problem that has so long troubled so many 
areas of this country. This problem of economically distressed areas 
has been extremely persistent in Montana, marked by pockets of re- 
cession. 

Once again, Montana is in the unenviable position of leading the 
Nation in at least one segment of the unemployment picture. Accord- 
ing to the latest Labor Department statistics, we had the highest rate 
of unemployment in the Nation. One man in every eight covered by 
unemployment insurance in Montana is unemployed. And this is a 
continuing condition. At the present time, four counties—Silver 
Bow, Cascade, Flathead, and Lincoln, which include three major 
population centers, Butte, Kalispell and Great Falls—are classified 
as areas of substantial surplus, a condition that has prevailed in all 
these areas for more than a year. 

In Butte, particularly, the situation is critical, The advent of 
automation in the mining industry and continued difficulties in the 
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copper market have caused Butte to become more than an area of sub- 
stantial labor surplus. It is a city in the throes of depression. 

Any statement about area redevelopment would be incomplete with- 
out at least a mention of the unfortunate position of the American 
Indian. The Indians of the Montana reservations are suffering 
neither from mere unemployment nor a substantial labor surplus. On 
reservations the employment figures include a mere 20 percent of the 
male population, and this condition has existed at least for a genera- 
tion. This legislation goes to the heart of the matter. Unemploy- 
ment in this country is again on the rise. The long awaited spring 
correction has not halted the trend of unemployment. At this stage, 
economic platitudes are unpalatable. There are some 434 million 
Americans unemployed, many of whom have been out of work for 
many months. The Congress of the United States has pledged itself 
to the maintenance of substantially full employment. This bill is a 
strong move in that direction. 

The Area Redevelopment Act is the only proposal pending that 
would provide: both direct and indirect financial assistance to quali- 
fied industrial and rural communities, as well as Indian reservations; 
the much needed and often hard found or dearly purchased capital 
to start an area on its own toward redevelopment and diversification 
of industry, development of land and facilities, and purchase of in- 
dustrial machinery. 

In addition to the system of loans on a revolving fund basis, a fea- 
ture of the bill which is attractive and important to Montana is the 
system of grants for construction of public facilities and for rehabili- 
tation, alteration, and expansion or improvement of existing facilities. 

Senators Murray and Mansfield, and Congressman Anderson join me 
in the hope that your committee will see fit to report this bill to hel 
these distressed areas help themselves—and that there will be suf- 
ficient votes to override a veto, should the President again see fit to 
withhold his approval of this needed legislation. 


STATEMENT OF HON. JOSEPH M. MONTOYA, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Montoya. Mr. Chairman, members of the committee, I want 
to thank you for extending to me the privilege of appearing before 
you in support of legislation pending 5 a your committee which 
is designed to alleviate chronic unemployment and underemployment 
in the depresed areas of our country. While I have sponsored one of 
the pending bills, namely H.R. 1023, I realize that there are other 
bills pending before your committee which have been drafted by the 
authors in order to bring the many ramifications of this distressing 
problem within their specific provisions. I for one am interested only 
in the desirability of oe some type of legislation which will 
cope with this problem, and I know all the other sponsors of similar 
legislation feel likewise. 

_ Some economists are prone to trumpet music of prosperity by look- 
ing at statistics which reflect national output and per capita income 
while at the same time they are ignoring the pockets of misery and 
depression which exist in this painted oasis. This type of evaluation 
on a national basis has also been projected to reflect statewide pros- 
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perity on a comparative basis permitting overall statistics to drown 
out the misery and the deficiencies which prevail in many areas within 
the respective States. This legislation commendably addresses itself 
to the economic problems of these forgotten areas. It is up to us in 
Congress to become the architects of a plan which will insure im- 

roved economic conditions for all Americans within our borders. 

uch testimony has been offered before your committee reflecting 
conditions of economic depression in many of our States, and I am 
happy to note that this committee is trying to attack this problem 
realistically and directly by a positive approach rather than by the 
prescripion of statistical evaluation on a national basis. 

The State of New Mexico, which I represent, follows the pattern 
to which I have been alluding. The overall statistics show that my 
State is prosperous, that its gross sales have increased, that the ranks 
of the employed have gone up, that the population is swelling. Ig- 
nored is the economic retrogression which is taking place in 16 of my 
State’s 32 counties. These counties are rural in nature and at one 
time constituted the heart and soul of a prosperous economy. The 
cancerous impact of drought over a prolonged period has had its 
effect in some of these counties which were dependent on farming and 
ranching. Others which depended on mining felt the great effect 
that our import program has had on our mining industry and about 
which we have hollered in the Halls of Congress until we have become 
blue in the face. 

Although I have been speaking of the depressed areas in my State, 
I want to place additional emphasis on another aspect of this problem 
which pertains to the economic welfare of our Indian population. 
This Indian problem also exists in many other areas of our Nation. 
It is regrettable indeed that the American Indian because of the trust 
status of his meager resources has been unable to seek out the kind 
of economic opportunity which requires monetary investment. He 
has been throttled from the start and allowed to gasp in helplessness 
when he even thought of unfolding a resourceful approach for better- 
ing himself. The American Indian is very industrious, but he pre- 
fers the environment of his forefathers, and that is why the pueblo 
type of existence needs economic uplifting through the system pro- 
vided by the legislation pending before this committee. This legis- 
lation could very well be a charter of economic liberty and the be- 
ginning of economic progress for the American Indian. It would 
permit the tribal councils to initiate industrial development. which 
could utilize the peculiar skills of the Indian. It would bring about 
a collective effort based upon expert studies and free this segment of 
our population from a dependence on individual effort which has 
not been very productive, although it is greatly admired. 

As I said before, overall figures or statistics do not necessarily shed 
favorable light-on the economy of a particular State nor encompass 
a completely satisfying picture for every locality within said State. 

Total personal income in New Mexico has increased 75 percent 
from 1950 to 1957, and per capita income increased 45 percent in the 
same period, from $1,163 to $1,686. Total personal income received 
by all residents of the State has increased rapidly since 1950, indi- 
cating increased productivity and prosperity. New Mexico ranks 
third among the States antler to the rate of increase in per capita 
income in recent years. 
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At first glance, the casual observer would wonder at the paradox 
of increasing welfare expenditures in such a favorable economic 
climate.’ A study made by the Bureau of Business Research of the 
University of New Mexico points out that New Mexico’s economic 
expansion is most encouraging in general but calls attention to the 
wide variation in county income situations and the distribution of 
individual incomes. 

The study states that “Ios Alamos probably has one of the highest 

per capita incomes in the Nation,” but the study also found a few 
counties with incomes undoubtedly among the lowest in the land. 
These wide variations emphasize some of New Mexico’s most critical 
economic problems. That New Mexico has a large number of families 
in the lower income brackets is demonstrated by reports of the U.S. 
Internal Revenue Service. An estimated 31 percent of the New Mexi- 
cans reporting adjusted gross income received $2,000 or less in 1957. 
Many of these individuals were either young workers, part-time 
workers, or possibly students. However, the fact that approximately 
77,000 individuals reported $2,000 or less obviously indicates that 
many were heads of households. 
_ To further implement my reasoning and analysis of the true situa- 
tions, I include a list of the 16 counties which I have previously men- 
tioned as being afflicted with a depressed economy, showing the popula- 
tion as reflected by the 1950 census and the trend for 1956 and 1957 
as projected by the bureau of business research. These projections 
clearly reflect a downward trend in population in these counties. 
While this fact alone may be an isolated economic indicator with very 
little degree of meaning, their true perspective blossoms out. when we 
recruit for this analysis the per capita income of people residing 
within these counties. I submit a list of per capita income projections, 
- I ~ that they tie in hand in glove with the population trends 
reflected. 























Percent | Per capita 

County 1950 1956 1957 change, income 

1950-57 

SEE Det weccshatnahbessisaccesennboeued 3, 533 2, 800 2, 700 —23.6 $1, 309 
Re aigllh abpgcp pace ob ub bane dso yep pe oe 16, 761 14, 000 14, 300 —14.7 1, 195 
i el ee ee BR A SS 3, 464 2, 900 2, 900 —16.3 1,274 
Mr cibdded MIS ali do abb Sidsawecakdsakek 21, 649 21, 500 21, 400 —1.2 1, 622 
SS ee eye eee 6,772 6, 100 6, 100 —9.9 936 
Harding... 3,013 2, 100 2, 200 —27.0 1, 083 
IES SESS SES Sees s 8, 720 6, 300 6, 100 —30.0 506 
CC OE EES ee a ee ee 13, 971 12, 400 12, 400 —11.2 1, 283 
a EERE Se ee ere ee eee 16, 409 16, 400 16, 400 -0.1 1,073 
St RES SE ee ey ears 12, 438 12, 000 11, 400 —8.3 416 
SINE Sh cbt J2 5. sncctans spoduewadde 26, 512 23, 100 23, 700 —10.6 758 
Be Sibaeerentes shel, é f= a2 hiv se <pigeiaiee 7, 186 5, 200 5, 000 —30.4 1, 188 
ernie Nell ER, A A A et fe: 17, 146 14, 600 15, 000 —12.5 635 
TS RT ae Perio oe 8, 012 6, 200 6, 500 —18.9 1,035 
li te ta bitline cae Se wieieiiebas 7, 372 6, 400 6, 500 —11.8 1, 206 





Note.—For the period from 1955 to 1957 the U.S. average per capita income was $1,951 and for the State 
of New Mexico it was $1,561. The figures above reflect a radical departure from this average in the counties 
which I have outlined as depressed areas. 


STATEMENT OF HON. HARLEY 0. STAGGERS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Sraccers. Mr. Chairman, I represent the Second District of 
West Virginia which consists of 15 counties—Barbour, Berkeley, 
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Grant, Hampshire, Hardy, Jefferson, Mineral, Monongalia, Morgan, 
Pendleton, Pocahontas, Preston, Randolph, Tucker, and Webster. 

Today the economic and unemployment situation in the Second 
District is desperate. 

The production of coal and farming have been the mainstays for 
earning a livelihood for the citizens of the district for years. 

Unemployment is the highest now that it has been since the de- 
pression during the late twenties and early thirties. Many thousands 
are on relief and on the rolls for receiving surplus commodities, 
Others are trying to obtain at least some small aid from this source 
in an effort to keep body and soul—and family—together; however, 
they are declared ineligible for receiving this help inasmuch as they 
are “physically employable.” They are certainly willing to work, but 
jobs just are not available. 

For example, one citizen who has been out of work for over a year 
expressed his desperation as follows: 

The unemployed man does not seek charity or a handout. He wants self- 
respect and dignity to live according to God’s way (ye shall earn thy bread 
by the sweat of thy brow). 

In this great country of ours we are showered with God’s blessing in abund- 
ance but still many are in need who are only too willing to exchange their service 
for necessities of life. 

How long does it take to break down a man’s morale until he is not only 
depressed but almost gives up hope? 

We are rich in natural resources and water supply—and have many 
thousands of persons available to supply manpower. 

Because of the situation in my home district and State, and the 
desperate circumstances of similar sections in our Nation, I think 
we are at the peril point in America. Something is going to have to 
be done right away. 

I rere trust action may be taken immediately to enact into 

e 


law Y eae gislation for establishing a program of economic relief 
for distressed areas such as now exist in my district, through a system 


of loans and grants-in-aid. This may not answer the whole question, 
but it will certainly give hope and help to many people. 

I believe the establishment of a revolving fund of $100 million 
for the purpose of making loans for projects within industrial rede- 
velopment areas should be carried out. This would indeed be a shot 
in the arm in several sections of my district which in recent years 
have suffered by the termination of industries which help to some 
degree in maintaining the local economy. 

The proposed revolving fund of $50 million for the purpose of 
making loans for projects within rural redevelopment areas would in- 
deed be a boon to the many agricultural areas. As I have said many 
times, the small farmer is the fundamental strength of our Nation. 
History has shown that when small farmers are in trouble, sooner or 
later the remainder of civilization is in trouble. Today the small 
farmers in my district and, no doubt elsewhere, are at the danger 
point. This revolving fund would perhaps help in alleviating their 
desperate circumstances now. : 

he $100 million proposed for a revolving fund for the purpose of 
making loans for public facilities should be favorably considered, I 
believe. It would serve a twofold purpose—provide the public 
service, and help in providing employment. 
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Again I urge that action be taken just as soon as possible in enact- 
ing this legislation. 


STATEMENT OF HON. GERALD T. FLYNN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Fiynn. I am grateful for the opportunity to appear before 
you on the matter of area redevelopment. It is a matter of pressing 
need to the Nation and is especially important to my own First Dis- 
trict of the State of Wisconsin. 

That district encompasses communities with lengthy histories of 
honorable and efficient industrial endeavor. The cities of Racine, 
Kenosha, Janesville, and Beloit have long been known for the pres- 
entation of a varied and imposing list of products to the Nation’s 
markets. 

In recent years, however, these communities, like many others 
across the face of the land, have been suffering from the effects of 
chronic unemployment. The names, Kenosha, Racine, and Beloit 
have appeared in class C or class D—substantial labor surplus area— 
in issue after issue of the “Bimonthly Area Labor Market Trends” 
published by the U.S. Department of Labor. This matter of cold 
statistics doesn’t reflect the decreased activity in the commercial areas 
of these communities nor does it reflect the loss of revenue to the local 
subdivisions of government which must wage a constant effort to pre- 
vent the deterioration of present municipal facilities, let alone im- 
provement and enlargement of such facilities to meet new needs. 

Because the problems of my district are typical of the Nation, I 
feel free to expand on the nature of them: 

1. The problem is permanent. It has existed since 1949 and shows 
no indication of alleviation. The efforts of the citizenry of these 
communities has been praiseworthy, but cannot reach the size or scale 
necessary to achieve success. 

2. The problem has many facets. Among the major causes are 
industrial pirating, technological advancement and shrinking mar- 
kets in certain areas of the economy. 

3. Another major reason is the fact that local industries which con- 
tinuously grow up with the community tend to develop elsewhere 
through the creation of branches in other cities. This is brought 
about largely because of the fear of local financial institutions to 
extend essential credit to these factories during their growth period 
for the reason that labor trouble might temporarily, or for a longer 
period, tie up the plant’s operation and jeopardize invested capital 
and the money borrowed. This is similar to a situation where the 
children leave home in order to obtain employment when they reach 
employable age. Population growth in those communities is dor- 
mant. Industrial growth is likewise dormant when local industries 
expand away from home. This bill would provide the necessary 
money to permit local industry to expand at home. 

Since the problem is broad, a comprehensive approach is necessary. 
Such an approach is reflected in H.R. 3902. It provides encourage- 
ment for local industrial expansion in the form of available loans 
and technical assistance; it provides for vocational training, and re- 
training payments of unemployed; it provides grants for the pur- 

38046—59——34 
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chase of public facilities. In short, it is a conscientious, intelligent 
attempt to rejuvenate chronic areas of unemployment and is a pro- 
gram of a practical and necessary nature. 

I refer in particular to the city of Beloit, Wis., when I state that 
there is in my district an area of chronic unemployment and _ pos- 
sibly underdevelopment, yet an area where skilled and trained work- 
men reside. It is a small community where one large industry is a 
major source of employment. Economic difficulties causing subse- 
quent large scale eaaepnpeent make need for redevelopment of the 
community and possible retraining of many of the skilled workmen 
living there. The passage of H.R. 3902 would go a long way to al- 
leviate conditions in Beloit, Wis. I earnestly urge your support of the 
same. 


STATEMENT OF HON. CHESTER BOWLES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Bowtes. Mr. Chairman and members of the committee, thank 
you very much for giving me the opportunity to be here today. 

I will not go over the many persuasive arguments that have alread 
been made in support of area redevelopment legislation before this 
committee. I shall, instead, concentrate on the subject of Connecti- 
cut’s need for this legislation. I would, however, like to make two 
preliminary points. 

In my mind, the reasons for extending Federal aid to communities 
stricken by the natural disaster of a flood or tornado are equally 
valid in the case of communities stricken by a more gradual techno- 
logical disaster—whether it be the exhaustion of a coal mine that had 
previously been a primary source of employment, or the closing of a 
railroad line or the transfer of a textile mill hundreds of miles away. 

In both cases, the men and women in these communities are faced 
with suffering and hardship through no fault of their own. 

You take a man from my own district in eastern Connecticut who 
has just lost his job because a textile mill closed down. 

ae is a man who may have worked for his company for 15 years 
and developed a number of different skills. He and his family may 
have sunk deep roots in the community, with his children settled in 
school, his home paid for, and his activities centered in various local 
organizations, 

Yet this man is thrown out of work through no fault of his own. 
It seems to me that he has a right to expect better alternatives than 
financial liquidation or moving out of a community he has become 
attached to. These are brutal, 19th century alternatives which we 
should have outgrown now in terms of national policy. 

Secondly, with the threat. to our security from the Soviet Union 
growing more critical and with the needs for schools, roads, hospitals, 
and other welfare measures becoming increasingly great, we cannot 
afford the continued wasting of our vital human and material 
resources. 

By attacking this problem of chronic unemployment head on 
wherever it exists, we could greatly increase our national productivity 
and job opportunities. 

At the same time, by putting our idle plant and human capacity to 
work, we could greatly increase the tax revenue needed to I 
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economy on an even keel. Consider how much revenue we are losing 
nationally by allowing 10 percent of our plant capacity and 6 percent 
of our human capacity to lie idle. Consider that these figures are 
much worse in some parts of our country including some parts of 
Connecticut. 

By putting these wasted resources to work, we could also cut down 
on the amounts that the Federal, State, and local governments iow 
have to spend in providing unemployment compensation and other 
relief measures. 

Now let me briefly sketch the situation in my own State of Con- 
necticut. 

We have, first of all, a highly industrialized State with one of the 
most progressive administrations in the country. Under the dynamic 
and farsighted leadership of Gov. Abraham A. Ribicoff, we have made 
tremendous strides in improving our living and working conditions 
which, in turn, have attracted many new industries to the State. 

Our roadbuilding, slum clearance, law enforcement, and unemploy- 
ment compensation programs are among the most progressive in the 
country, and the citizens of Connecticut can be justly proud of their 
accomplishments. 

Yet, like many other States, we have problems that require Federal 
assistance to bolster our vigorous State and local efforts. 

One of the most pressing of these problems is that of alleviating 
the chronic unemployment that has developed in the inevitable time- 
lag that it takes to diversify our industrial base in order to take up 
the slack caused by our declining textile and related industries. 

At present, the three most distressed areas are those of Danielson, 
Norwich, and Bristol, including the surrounding communities. 
Danielson, which is in my own district, has been the hardest hit of 
all for the longest period of time. 

In 1955 the population of the Danielson area—which includes Put- 
nam, Brooklyn, Canterbury, Eastford, Killingly, Plainfield, Pom- 
fret, Sterling, Thompson, and Woodstock—was a little more than 
47,000. The textile industry provided more than 40 percent of the 
total manufacturing employment of 11,460. 

Since 1955, however, the area has been practically denuded of this 
vital industry with the closing of more than 18 textile plants. 

' As a result, the per capita income has dropped in this area to the 
lowest in the State, and this has caused a decline in business generally 
throughout the area. Fewer new homes are being built and fewer 
cars are being bought. Unemployment as of this last January, was 
twice as high as the national average. 

The people of Norwich, many of whom I know very well, have had 
similar, though less severe difficulties. 

In 1954 the textile industry accounted for more than half of the 
neanagg ada employment in that area, which includes Bozrah, Col- 
Brenter, Franklin, Griswold, Lisbon, Preston, Sprague, and Volun- 

wn. 

In the last 10 years, the textile employment declined from 6,500 
to-2,200. Here too the total unemployment is nearly twice the national 
average. 

Bristol has been hard hit by the decline in the nonelectrical machin- 
ery, brass, instruments, and clock industries. By last January its un- 
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employment had risen to almost 3 times the national average, with 16.7 
percent of the labor force out of work. 

Other areas are also suffering from substantial and _ persistent 
unemployment. 

This is attested by the fact that, as I understand it, 8 of Con- 
necticut’s 18 labor market areas are now eligible for assistance under 
the bill H.R. 3450 I have introduced, which is the same as Senator 
Paul Douglas’ bill. 

These areas are Ansonia, Bridgeport, Bristol, Danielson, Meriden, 
New Britain, Norwich, and Torrington. They include 47 surround- 
ing communities. 

y this coming July, unless there is a marked upturn in employ- 
ment, 14 of the State’s labor market areas will have become eligible. 

Those additional areas are Danbury, Middletown, New Haven, 
Thompsonville, Waterbury, and Willimentic. They include 72 sur- 
rounding communities. 

Looking at it another way, those 14 areas include 48,400 of the 
unemployed persons in Connecticut, more than half of the January 
total of 92,300. 

From this standpoint, we in Connecticut have a vital interest in 
the speedy passage and adoption of the legislation now under con- 
sideration. I believe it would be much more helpful than the admin- 
istration bill, under which I understand only two areas—Danielson 
and Bristol—would be eligible for assistance. 

I believe the provisions of the bill I have introduced would go a 
long way toward helping these communities help themselves to a 
brighter future in an economy that is constantly expanding with a 
population increasing by nearly 3 million a year. 

Jnder these conditions, we have no reason to fear that aid to one 
community will hurt some other community. 

It seems to me that our fear should be whether these people who 
have been capriciously thrown out of work will be able to fully share 
in the expanding opportunities that lie ahead. 

They have worked hard and so have the local and State govern- 
ments to adapt to changing economic conditions. Area redevelop- 
ment legislation would help them realize their full potential, which 
otherwise might go to waste. 

At this point I would like to call attention to a provision, in addi- 
tion to those for loans and grants, which I believe is of the utmost 
importance in speeding the development and revitalization of our 
distressed areas. 

I earnestly believe that a tax relief provision should be included 
in the final bill, similar to the provision that now allows defense 
industries to amortize the cost of expanding and constructing new 
facilities over a eden of 5 years, rather than over the useful life 
of the building, which may run to 40 or 50 years. 

I have talked with a number of industrial leaders from my district 
and all of them have told me that of all the suggested methods of 
help, tax incentives would be the most effective. 

Stich a provision, it seems to me, would greatly encourage the in- 
vestment of private capital. It would give the manufacturers greater 
flexibility. I believe we would get much quicker results and, in the 
long run, we would also be more than compensated by steadily in- 
creasing tax revenues. 
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I hope that this committee will consider a joint effort on this aspect 
of the problem, in any appropriate manner, with the Committee on 
Ways and Means. 

Whether this tax feature is incorporated in the final legislation that 
comes before the House or not, I earnestly hope that the proposed 
bill will contain substantially all the provisions it now contains. 

Thank you, Mr. Chairman. 


STATEMENT OF HON. FRANCIS E. WALTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Watrer. As one of the sponsors of the area redevelopment 
legislation in the House of Representatives, I wish to stress that I 
am most anxious to do all in my power to bring about the enactment 
of this most important legislation by obtaining the support of as large 
a majority for it as at all possible. 

I am deeply convinced that President Eisenhower’s refusal to sign 
into law the area redevelopment bill passed by the Congress last year 
has been one of the most ill-advised and ill-conceived acts of his 
administration, and I am prepared to spare no effort to convince 
the Congress that it should again pass this legislation by such an over- 
whelming majority that the President might realize that if he were to 
veto this legislation again, his veto would be overridden in the Senate 
and in the House. 

The State of Pennsylvania at large, and my congressional district 
in particular, have now the doubtful distinction of being classified 
among the areas having the largest percentage of unemployed workers. 
It is certainly without joy and without pride that we realize we have 
broken the national record in unemployment. 

There is some talk in the high echelons of the administration about 
the high rate of American production, and political speakers are 
trying to convince us that “the Nation has salbedecek of the recession.” 
The citizens of the State of Pennsylvania and my constituents par- 
ticularly, are certainly not ready to accept the administration’s theory. 
They know that Pennsylvania has reached the highest rate of un- 
employment in the Nation and that according to the Pennsylvania 
State Department of Labor and Industry, there are well over half 
a million unemployed in my State while our unemployment compensa- 
tion funds have sunk to their lowest point in many decades. 

Official figures released by the US. Department of Labor also 
flatly contradict the optimistic statements emanating from high 
sources in Washington. Pennsylvania has now five of the nine areas 
in the continental United States where unemployment has reached 
12 percent or more of the labor force. The four other recordbreaking 
areas are located in the States of West Virginia, Kentucky, Michigan, 
and in the Buffalo district of New York. However, parts of my 
congressional district—Northampton County with its Bethlehem- 
Easton area, and Carbon County—can claim, again I will say without 
joy or pride, a record hardly surpassed by an other area in the United 
States, a record of 15.8 percent unemployed in that part of Carbon 
poanty which comprises Lansford (population 7,487), Summit. Hill 
(population 4,924) , Jim Thorpe (population 2,959), and Mauch Chunk 

ownship (population 5,081), and an even larger percentage, over 20 
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reent of the working force unemployed in that part of Carbon 
ounty which includes Lehighton (population 6,565), Nesquehoning 

(population 4,186), and Palmerton (population 6,646), plus 12 local- 
ities the combined population of which is close to 10,000. 

The figures just mentioned came to me from the U.S. Department 
of Labor and the Lehighton Chamber of Commerce. They have been 
thoroughly checked and double checked in the course of local surveys. 

The picture of the unemployment situation in my district, as well 
as in the rest of the State of Pensylvania is lagging behind every 
State of the Union—except West Virginia—in the increase of the 
number of employed persons in proportion to the nationwide increase 
of population. What obviously makes my area a depressed area and 
what cries loudly for remedial action is the steady decline in employ- 
ment in coal mining and allied industries. Since 1939, the national 
average of employment shows an increase of 66.6 percent according 
to official figures while Pennsylvania’s employment is only 34.7 per- 
cent, or about one-half of the national average, higher than in 1939, 
Thus, regardless of the fluctuations in production and employment, 
fluctuations attributable to changing factors such as periods of reces- 
sion and increased production in business activities, the employment 
picture in Pennsylvania is unfortunately showing marks of permanent 
economic distress. It is, therefore, that Pennsylvania in general, and 
my congressional district in particular, cannot depend either on opti- 
mistic words predicting a “pull-out recession” or on palliatives, but 
must obtain a long-range program such as envisaged in the depressed 
area legislation in order to be able to permit its citizens to remain 
where their ancestors settled and not be faced with the horrible specter 
of starvation or the alternative of pulling out their stakes and to 
migrate. 

In behalf of my constituents faced daily with the problem of pro- 
viding food for themselves and their children, in the name of those 
who are unable to attend to their own, and their children’s daily 
needs, I urge the enactment of the depressed area bill. 


STATEMENT OF HON. HERMAN TOLL, SIXTH CONGRESSIONAL 
DISTRICT OF PENNSYLVANIA 


Mr. Tout. Mr. Chairman and members of the subcommittee, thank 
you for the opportunity of presenting this statement in behalf of the 
Area Redevelopment Act. I have introduced a companion bill, H.R. 
5330, to the Douglas-Flood bill. ig 

We hear again and again from the executive branch that cities 
and States should try to help themselves to the greatest extent possible. 
Unfortunately, the tax structure leaves to the cities only a small por- 
tion of the total tax dollars. The only method which would enable 
cities to take care of more of their problems is to give them a chance 
to increase their tax base—as the possibility of raising the tax rate 
or adding new taxes is virtually exhausted. The imaginative aid 
which would be given to my home city, Philadelphia, for instance, 
through the various provisions of the bill before us would do just 
that. 

While it is true that Philadelphia, or for that matter any diversi- 
fied metropolitan area, is not as badly off as the chronically depressed 
coal or textile areas, it is also true that Philadelphia is in a worse 
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economic condition than the Nation as a whole. Among the reasons 
are that some industries, such as textiles, have left the city over tim 
that there are, among a large number of different industries in an olc 
manufacturing center, always some which are in a weak competitive 

osition, or are losing employment due to automation; and that manu- 

acturing employment in an older area like Philadelphia declines due 
to its congestion, its built-up character, and the fact that it does not 
have space for industry to expand in or for new industry to find 
attractive places in which to build new plants. This situation, as 
well as transportation difficulties and obsolescence, is particularly 
bad in and near the core of the city where small but intensive man- 
ufacturing establishments would like to locate from the point of view 
of their consumers, their suppliers, or their labor force. The decline 
of this type of manufacturing industry and of associated business 
services in the core of the city, which is serving the entire metro- 
politan area, endangers the function of the center as a cohesive force, 
and thus Philadelphia’s entire tax base. 

Section 5E of the bill is specifically designed to help this type prob- 
lem by permitting not only entire metropolitan areas, not only entire 
counties, but clearly defined portions of an area, county, or municipal- 
ity, to become eligible for help under the Area Redevelopment Act if 
the problem clearly lies within such a portion of the city. This should 
not be understood as giving an opening to arbitrary gerrymandering. 
The center city of Philadelphia, for example, where many of the es 
lems lie for which the Area Redevelopment Act can provide some help, 
is clearly defined by the proposed expressway loop, as well as by cer- 
tain economic characteristics. ‘The importance of this provision lies 
in the fact that due to it an entire metropolitan area will not be judged 
ineligible just because the suburbs are sufficiently well off to balance 
the unemployment rate of the problem areas and thus put the total 
area beyond eligibility, while the problems are concentrated in one 
particular portion of the area, which need the help this bill can provide. 

Philadelphia is typical of older cities which suffer from obsolescence 
and congestion. Neither the municipality nor private enterprise have 
the funds to tear down obsolete buildings at these expensive locations 
and make more room for existing industry, for expansion of offstreet 
loading, for parking, and so forth. Yet the industrial slums created 
over time by increasing age and progressing technology near the cen- 
ter of cities must be eliminated and new industrial areas must be de- 
veloped in order to give the city a tax base which can sustain the neces- 
sary municipal services without having to go hat in hand to the State 
and Federal Governments for emergency help just to keep up with cur- 
rent needs. ; 

Section 14 of the bill, by explicitly removing some of the restrictions 
which have so far inhibited industrial redevelopment under the exist- 
ing urban renewal legislation, makes it possible to do some redevelop- 
ment of industrial slums along with residential slum clearance. It 
will still be up to the local authorities to decide what the best balance 
should be between industrial redevelopment and other kinds of slum 
clearance; but the provision of this section gives the city a chance to 
redress this balance on the basis of its own best judgment and thus to 
make room for new industry and for an increased tax base. 

Philadelphia has been consistently concerned over the last several 
years with the problem of a declining industrial base. It has done 
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everything within its power to remedy that situation. The city ad- 
ministration has jointed with the chamber of commerce in founding a 
nonprofit corporation for the retention of industry in the city, and the 
attraction of new industry into the city which, although it has only 
been in actual operation for a few months, has already shown some re- 
markable successes. The State has spent millions over the last few 
years for bringing industry into Pennsylvania, and Philadelphia has 
received a portion of this help. There again, however, the limits of 
available private and public funds are very evident. 

The Area Redevelopment Act provides funds for all kinds of rem- 
edial action on this problem, and makes it possible to dovetail these 
remedies with particular problems involved. It provides for example, 
for loans for developing land for industry, for building plants, and 
even for machinery and equipment for industry. This last possibility 
is particularly important, as our experience shows that the financing 
of construction of new buildings and equipping it with the necessary 
new machinery presents a major stumbling block for attracting new 
industry or for giving a chance of new ventures to industry alread 
here. As for the development of older industry, particularly in loft 
structures, which cannot afford or do not need entirely new buildings, 
the Area Redevelopment Act provides for loans for rehabilitation of 
old buildings, for their conversion or enlargement—section 6. The 
flexibility of this section is of signal importance for the complicated 
and varied needs of different industries within as diversified an area 
as Philadelphia. 

The demands from many sides upon the capital expenditures of a 
city such as Philadelphia makes it very hard to support industry with 
the public facilities which are in many cases a prerequisite for enlarg- 
ing the city’s economic base: Section 7 provides for loans to any eligi- 
ble jurisdiction for those public facilities needed to develop the land 
for industry, as well as for the alteration and improvement of existing 
public facilities for the successful establishment or expansion of in- 
dustrial plants or facilities. Section 8 even provides for grants for 
this purpose. In many cases the improvement or extension of existing 
utilities must precede the successful location of industry. The build- 
ing of parking lots or parking garages will make it possible for a large 
labor force to be available to new industry locating within the city. A 
new grid of streets adapted to truck use around an industrial area 
may be necessary before loans to industry are of practical use, and so 
forth. 

Philadelphia, as mentioned before, has lost industry in the past. 
This leaves a number of workers with obsolescent skills. Under the 

resent system these men retrain only if it can be proven that a job 
is waiting for them after their training period. Sections 16 and 17 
of this bill provide for training and retraining of workers and for 
payment of subsistence to them while they train. This is also of 
great use for workers who lack industrial competence and the basic 
knowledge of working in an industrial society (because they come 
from rural areas, largely in the South). As the number of workers 
without skills or with obsolete skills in Philadelphia is great, this 

rovision of the bill, which helps overcome the rigidity of the exist- 
ing training apparatus, would make it possible for more workers to 
be cquinedt with the kind of skills useful in today’s and tomorrow’s 
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labor market—which in turn makes the location a great deal more 
attractive to industry. 

The Area Redevelopment Act would give Philadelphia a chance to 
fully use the great locational advantages and the splendid community 
spirit it has to offer to old and new industry, by making it possible 
to offer industry the public facilities, the necessary loans, the train- 
ing of workers, and so forth, all of which adds up to a persuasive 
argument for old firms not to leave the city and for new firms to build 
plants here. It so happens that the city’s efforts in this direction 
show clearly (and chapter and verse can be cited) that the best will 
in the world and great community efforts time and again flounder 
on the difficulty of obtaining financing for clearing out industrial 
obsolescence, of being unable to eunille needed public facilities in 
time, and so forth—all problems which in each case could be solved 
by the help promised in the Area Redevelopment Act. It is there- 
fore not only of great importance for the chronically and deeply de- 
pressed areas of Pennsylvania, but also of vital importance to the 
well-being of the 2 million residents of the city of Philadelphia that 
this bill be passed. 


STATEMENT OF HON. MELVIN PRICE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Price. Mr. Chairman, I appreciate the courtesy your subcom- 
mittee showed in granting me the opportunity to discuss what seems 
to me the problem the Congress faces in regard to legislation to assist 
disjointed and economically distressed communities to rebuild them- 
selves. This problem can be stated very simply: It is a matter of 
persuading the executive branch that the Federal Government has a 
proper role to play in the process that is somewhat larger than the 
role the Executive recommends. 

In regard to the whole subject of areas that are chronically dis- 
tressed by unemployment, it is very difficult for me, Mr. Chairman, to 
have patience with the theory that they should be left without outside 
assistance. 

Are we seriously supposed to believe that the Federal Government 
has no responsibility toward them except that of admonition—to tell 
them to start picking themselves up by their own bootstraps ? 

Are we supposed to talk mumbo-jumbo about the celebrated “mobil- 
ity” of the American labor foree—a somewhat heartlessly impersonal 
term—and tell the jobless residents of Providence, R.I., Altoona, Pa., 
Richmond, Ind., and Charleston, W. Va., that they ought to leave 
their communities and seek jobs elsewhere? 

This is not the year 1859, Mr. Chairman. The cities and towns that 
suffer chronic economic distress are not jerry-built frontier communi- 
ties constructed on an obviously speculative base, and this country no 
longer has a wide-open farther frontier in which the jobless and dis- 
satisfied can easily seek a new start. 

A depressed area, long established as a city, has school buildings, 
stores, doctors and lawyers, paved streets, and a going municipal gov- 
ernment. Its wage earners may be in their fifties when a factory 
closes down; they own their homes. Where are they going to go? 
Where will they find new jobs? How can they be marae What 
will happen to the savings they have accumulated by self-denial ? 
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To tell the people of an established community that they must “get 
up and go” when economic disaster strikes them is an easy thing. It 
uires no thinking and so sympathy from the Federal Government 
and its administrators. It seems to me that we ought to be a little 
harder on ourselves at the level of government in Washington, D.C., 
and a little less harsh in judging the victims of community disaster. 
Communities can be saved. With forethought and planning, loans 
and grants, cooperative relationships between Federal, State, and lo- 
cal leaders, new enterprises can be located in areas where there are 
skilled and willing workers. 

It is in my mind, Mr. Chairman, that area redevelopment activities 
of the Federal Government may well be a long-term need—not to pre- 
vent or check the natural industrial expansion of newer areas but to 
cushion the shocks that changes or mismanagement may bring the peo- 
ple of older areas. 

The most recent report of the Departments of Labor and Commerce, 
for January 1959, says that 76 of the country’s 149 “major” labor areas 
were areas of “substantial” labor “surplus”—that is, having 6 percent 
or more of their jobseeking workers unemployed. In addition, 183 
smaller labor areas had 6 percent or more unemployed. 

Let us go back to a period just 2 years earlier—January 1957. At 
that moment the country had just experienced a year of great pros- 
perity ; there was no talk of the recession that began in the midsummer 
and Jate summer of 1957. Even at that time, 16 of the Nation’s 
“major” labor areas were suffering unemployment in excess of 6 per- 
cent, and 58 of the smaller labor areas were similarly classified. 

The records across the years indicate that many communities live 
constantly on the verge of slipping into the category of “substantial” 
unemployment. 

We have now the added problem originating from the fact that 
new machines, techniques, and automated processes suggest that great 
quantities of goods can be disgorged from our assembly lines with 
fewer workers than were previously required. 

A bill dealing with depressed areas is certainly not the total answer 
to this problem of displaced workers, but it is at least part of an 
answer. 

It seems to me, Mr. Chairman, that the whole issue is properly one 
for the Federal Government. It cannot be handled by the localities 
and the individual States. But the Federal Government has re- 
sources to help both with seed funds and technical and expert counsel. 

I think the bill the Congress passed last year was a sound measure 
and I trust that we will again take the initiative in passing such a bill. 
This, as I conceive it, will meet our constitutional responsibility, and 
I hope this subcommittee can expedite action. 


STATEMENT OF HON. FRED WAMPLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Wameter. Mr. Chairman, I am kamagr he before your distin- 
guished committee today in support of my bill, H.R. 4048, and all 


identical measures, which would establish an effective program to 
alleviate conditions of substantial and persistent unemployment and 
underemployment in the economically depressed areas of the United 
States. 
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The bill H.R. 4048, Mr. Chairman, is identical to the bill S. 722, 
authored by Senator Douglas of Illinois, which was approved by the 
Senate Banking and Currency Committee, March 11, 1959, and ordered 
reported to the Senate with certain amendments which I understand 
do not affect the essential features of the program. 

The program proposed in both measures is, I’m sure, quite familiar 
to all. However, in the interest of a —- record, the program, in 
brief, contemplates the establishment of three revolving loan funds of 
$100 million each to assist private firms and public agencies in their 
industrial redevelopment activities, both in urban and rural areas. 
In addition, a $75 million fund would be set up to make Federal grants 
to areas which are so underfinanced that they cannot contribute their 
share to the loan program. The measure also authorizes $10 million 
for subsistence payments for vocational retraining, and $4.5 million for 
providing technical assistance—that is, technical information, market 
research, and so forth—to economically depressed areas. 

Under the terms of the bill, the Federal Government would provide 
up to 65 percent of the cost of each area project—land, buildings, 
ems, and machinery, and so forth—and the State or locality 
would contribute 10 percent; private sources would make available 25 
percent of the costs; at least 5 percent must come from nongovern- 
ment sources. 

Loans made from two of the $100 million revolving funds—one for 
industrial projects in industrial redevelopment areas and the other 
for industrial projects in rural redevelopment areas—are to be made 
for 30-year periods. Loans made from the third $100 million revolv- 
ing fund, to be established to improve and develop depressed area 
community facilities so as to enhance the opportunities in the area 
for the attraction or expansion of industrial or commercial plants 
and facilities, will run for 40 years. 

Loans made will bear interest at the rate of one-half of 1 percent 
above the Treasury’s borrowing cost. 

I have been informed by the Department of Labor, Mr. Chairman, 
that in the State of Indiana there are 12 labor market surplus areas 
which, as of March 18, 1959, based on January 1959 ratings, suffer 
from a 6-percent plus ratio of unemployment to the total labor force. 

These 12 areas, which I feel would surely benefit extensively from 
the proposed area-redevelopment program, are at the moment areas 
classified in Department of Labor categories D, E, and F, and are 
therefore sufficiently depressed to meet the requirements for designa- 
tion as “areas of substantial labor surplus,” or “areas of substantial 
unemployment” for purposes of Defense Manpower Policy No. 4, the 
policy on accelerated tax amortization for labor surplus areas, and 
Executive Order 10582, implementing the “Buy American Act.” 

Labor Department area classification criteria places a surplus labor 
market: area in class D when the ratio of unemployment to the total 
labor force stands at 6 percent or more, when job eickad are in excess 


of job openings and that situation is expected to continue during the 
succeeding 4 months. Class E areas fall in the 9 to.12 percent unem- 
ployment ratio category, and class F in the 12 percent or more ratio 
group. 

Major and smaller labor surplus areas in the State of Indiana in- 
clude Evansville, with 9.7 percent of the total labor force unem- 
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ployed; Fort Wayne, where 7.4 percent are unemployed ; South Bend, 
where 7.4 percent are unemployed; and, Terre Haute, where 10.5 
percent of the total labor force is unemployed. In Anderson, the 
unemployment ratio stands at 8.9 percent; in Columbus, at 7.0 per- 
cent; in Connersville, at 8.9 percent; in the Michigan City-La Porte 
area, at 10.9 percent; in Muncie, at 10.3 percent; in New Castle, at 
13.3 percent; in Richmond, at 7.6 percent; and, in Vincennes, at 
9.6 percent. 

I think the extreme economic seriousness of the Nation’s unemploy- 
ment problem and the necessity for effective, farsighted remedial 
action can be graphically illustrated and understood when one reduces 
to bread and butter terms the daily privation and distress faced 
by America’s 4,724,000 jobless, but potential breadwinners who com- 
prise 7 percent of the Nation’s total labor force of 67,430,000. 

By comparison, of Indiana’s total labor force of 1,725,900, 7.3 per- 
cent or 126,400 are unemployed. 

To take the illustration a step further, Mr. Chairman, in 1950 the 
Census Bureau estimated that the median annual income in the Nation 
was $1,917, and the median annual income in the State of Indiana 
was $2,116. The Bureau informs me that the national annual median 
income for 1957, of persons who had income, was $2,452. By arith- 
metically projecting these figures, the annual median income in 
Indiana for 1957, of persons with income, is computed to be $2,706. 
Now assuming that the State of Indiana’s total labor force was active, 
or that the 126,400 Hoosiers currently jobless were gainfully em- 
ployed, Indiana payrolls would be expanded by the sum of $341,- 
938,400, or, in other words, practically the entire cost of the proposed 
area-redevelopment program, estimated to be $389.5 million. 

Granted, Mr. Chairman, that full employment represents the ideal 
labor picture, that full employment is perhaps a bit utopian; it is 
nonetheless exactly what we are striving for. And, when the above 
formula is applied on a nationwide scale, the total loss in gross na- 
tional income and economic strength, is absolutely staggering. 

The Department of Commerce has announced that personal income, 
which is a measure of the dollars people receive, jumped $1.5 billion 
in February, to a yearly rate of $364.5 billion. However, it is re- 
ported that there are strong indications that that one-half of 1 per- 
cent gain is due largely to fatter dividend checks and more overtime 
pay, thus leading many economists to the conclusion that merely 
regaining old output levels won’t have much effect on current unem- 
plovment levels. 

As I’ve stated before, Mr. Chairman, I wish to express my un- 
qualified support for this and all similar measures introduced by 
Members of both bodies, from both sides of the aisle. 


These distressed communities in Indiana, and elsewhere in the 
country, are in dire need of assistance if they are to regain their eco- 
nomic health and thereby be in a position to contribute materially to 
our national industrial strength. 

Thank you, Mr. Chairman, for this opportunity to be heard. 

















AREA REDEVELOPMENT ACT 525 


STATEMENT OF HON. W. PAT JENNINGS, A REPRESENTATIVE IN 
CONGRESS FROM THE NINTH DISTRICT OF VIRGINIA 


Mr. Jennines. Mr. Chairman, members of the subcommittee, thank 
you for the opportunity of submitting this statement to you in sup- 
port of the area development legislation now pending before this 
subcommittee. 

May I commend each of you for the interest shown in the need for 
this legislation as evidenced by the hearings you have been conduct- 
ing during the past several days. 

Bicauss several dozen bills have been introduced on this subject, 
I have not sponsored a bill this year. It would have been needless 
for me to do so and an unnecessary duplication of the bills pending 
before you. 

Your hearings have already been lengthy because of the great 
number of persons and organizations concerned with the problems in 
our Nation’s distressed areas and desiring to testify in support of this 
legislation. Accordingly, my remarks to you will be brief. 

Please do not interpret either of the foregoing statements as in- 
dicating any lesser degree of interest in this subject than the sponsor 
of a bill, nor any lack of concern for the people who would benefit 
most from passage of area development legislation—the Nation's 
unemployed. 

My desire is simple: I hope you can report a bill at the earliest 
practicable date. The bills pending have been covered in great detail ; 
the need for such legislation is apparent; the time for action is 
immediate. 

My remarks are not directed to any specific bill among the several 
dozen introduced. If a specific bill should be endorsed, my general 
support goes to H.R. 3505, which was introduced by the distinguished 
chairman of the Banking and Currency Committee. H.R. 3505 is 
similar in many respects to the bill approved last year, and which 
was pocket vetoed by the President. 

The objectives of H.R. 3505 are stated briefly and adequately in 
section 2 as follows: 


The Congress declares that the maintenance of the national economy at a 
high level is vital to the best interests of the United States, but that some of 
our communities are suffering substantial and persistent unemployment and 
underemployment; that such unemployment and underemployment cause hard- 
ship to many individuals and their families and detract from the national wel- 
fare by wasting vital human resources; that to overcome this problem the 
Federal Government, in cooperation with the States, should help areas of sub- 
stantial and persistent unemployment and underemployment to take effective 
steps in planning and financing their economic redevelopment; that Federal 
assistance to communities, industries, enterprises, and individuals in areas need- 
ing redevelopment should enable such areas to achieve lasting improvement 
and enhance the domestic prosperity by the establishment of stable and di- 
versified local economies; and that under the provisions of this Act new em- 
ployment opportunities should be created by developing and expanding new ‘and 
existing facilities and resources without substantially reducing employment 
in other areas of the United States. 


As you well know, H.R. 3505, and several similar bills, would 
create an Area Redevelopment Administration (ARA) to carry out 
the purposes of the bill. Adequate loan funds would rovided to 
help “industrial redevelopment areas” and to assist oe! redevelup- 
ment areas.” Both loans and grants are also proposed for public 
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facilities, technical assistance would be given, and retraining for 
workers is proposed. 

The industrial areas designated for redevelopment assistance must 
have had substantial and persistent unemployment over an extended 
period of time. The specific levels proposed are: 12 percent for 1 
year preceding; 9 percent for 15 of 18 months preceding; 6 percent 
for 18 or 24 months preceding; 15 percent for 6 months preceding 
(at the discretion of the ARA Commissioner). 

Rural areas designated for assistance must have substantial and 
persistent unemployment and have a large percentage of low income 
farm families. 

I shall not dwell further on details of H.R. 3505. 

It is my privilege to represent the Ninth District of Virginia. 
The economy of approximately half of my district is based on the 
coal industry. The other half has agriculture and some diversified 
industry as the principal sources of employment. 

The need for this area development legislation is greatest in the 
coai producing areas of my district. However, other portions of the 
district are classified as distressed areas, along with the coalfields, and 
certain counties might qualify for assistance under the rural develop- 
ment features of this legislation. 

I recently asked the Virginia Commissioner of the Unemployment 
Compensation Commission and Virginia State Employment Service 
for a report on which of the areas in my district would qualify for 
assistance under H.R. 3505. 

' His comments follow: 

The Big Stone Gap-Appalachia area has had more than 9 percent of its labor 
force unemployed since August 1957. More than 12 percent of its labor force 
is now unemployed. In our opinion this area would qualify under the criteria 
included in the proposed bill. 

The Richlands-Bluefield area has had more than 6 percent of its labor force 
unemployed since January 1958. About 8 percent of its labor force is now un- 
employed. In our opinion this area does not qualify at this time. However, 
unless conditions improve materially it will meet the criteria by the end of 
June 1959. 

The Radford-Pulaski area has had more than 6 percent of its labor force un- 
employed since January 1954. It has had more than 9 percent of its labor 
force unemploymed for the past year. This area, in our opinion, meets the 


proposed criteria. 
A labor market report for the Bristol-Johnson City-Kingsport area is pre 


pared by the Tennessee State agency. The most recent was dated October 
1958 and showed well over 6 percent of the labor force unemployed. The un- 
employment rate has been 6 percent or more since May 1957. Our estimate 
of unemployment for the Virginia portion of this area comprises over 8 per- 
cent of its labor force currently. In our opinion the total Bristol-Johnson City- 
Kingsport area, as well as the Virginia portion of the area, qualify under 


the proposed bill. 

Eleven of the twelve counties I represent and both of the cities are 
included in the labor survey areas I have mentioned. Some, of course, 
have higher unemployment than others. 

I wish to again, Mr. Chairman, stress the urgency for passage of 
this legislation to assist the coal producing areas in developing a 
more stable and diversified economic base. As has been pointed 
out by previous witnesses from coal producing areas, we have an 
extremely critical situation. The coal industry has suffered a loss 
of markets in recent years that has brought disaster to thousands and 
thousands of families, businesses, and so forth, in the coal:areas.. We 
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are endeavoring to find new markets for coal through marketing op- 
erations and research programs; we are endeavoring to bring some de- 
gree of protection to the domestic coal industry by restricting imports 
of residual oil, which has been dumped into traditional coal markets 
at unfair prices; we are actively promoting industrial development 
in our Virginia coal producing areas—both individual and organiza- 
tional efforts are steadily increasing. Because of the weakened ability 
of these areas to finance industrial expansion, however, we need the 
assistance proposed in the pending legislation. 

Mr. Chairman, none of the areas I have mentioned are simply sit- 
ting and waiting for assistance. As indicated many of the coal areas 
are seeking new industry; this is equally true for each of the other 
counties and cities. I believe these efforts deserve the support and 
assistance that would be provided in these bills. 

In summary may I state that (1) I firmly support the legisla- 
tion pending to establish the Area Redevelopment Administration; 
(2) 1 urge that it be reported favorably to the House at the earliest 
practicable date; (3) several Virginia counties and cities in my district 
would qualify for assistance under the proposed provisions of H.R. 
3505 and similar bills; (4) the proposed program of assistance would 
give support to local, area and State development efforts already 
underway. 

Mr. Chairman, it is urgent that legislation of this nature be ap- 
proved. Millions of Americans are unemployed and are in distress 
and need today. We should not, we cannot afford to let the situations 
that exist in distressed areas continue; everything within our resources 
must be done to improve the future outlook for these deserving 
citizens. 


I will be pleased to answer any questions you may have on the prob- 
lems we have in the Ninth District of Virginia. 


STATEMENT OF HON. JOHN B. BENNETT, A REPRESENTATIVE IN 
CONGRESS FROM THE 12TH DISTRICT OF MICHIGAN 


Mr. Bennett. Mr. Chairman, I firmly believe Congress must take 
some prompt action to provide something more than temporary em- 

loyment in depressed areas. This can be accomplished by making 
oans for the construction of industrial facilities which will become 
permanent plants in the communities concerned and be a part of the 
total industrial capacity of such area. I believe area redevelopment 
is the answer to this urgent problem and have introduced H.R. 4907— 
which is before your committee—requesting the establishment of an 
Area Redevelopment Administration and a $5.00 million appropriation 
for revolving funds for redevelopment loan purposes—together with 
other related provisions. My bill is designed to help the people in 
certain sponceancnlhy depresed areas. It is not a handout nor a give- 
away. Our unemployed deserve the right to earn their money and the 
opportunity to perticreate in America’s economic growth. H.R. 4907 
will offer them this right and opportunity. It will stimulate the econ- 
omy in depressed areas and se be felt in areas where full employ- 
ment exists. 


May I ask that your committee act favorably on this legislation 
promptly. 
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STATEMENT OF HON. CHARLES C. DIGGS, JR., MEMBER OF CONGRESS 
FROM THE 138TH DISTRICT OF MICHIGAN 


Mr. Dices. Mr. Chairman and members of the committee, last year 
I testified before this committee concerning the urgent need for Fed- 
eral aid programs to meet this national economic crisis which we are 
still experiencing. Coming from the State of Michigan, which has 
been among the five hardest hit areas in this crisis, and coming from a 
congressional district made up in the majority of automobile factory 
employees, I was vastly disappointed last year, although forewarned 
as all of us were, that the area redevelopment bill passed by the Con- 
gress was pocket vetoed. The basis of that veto was that the Nation’s 
economy was in an upswing and, therefore, Federal action was not 
necessary. I am particularly grateful, therefore, to have the oppor- 
tunity to present for the jobless of my State some of the facts con- 
cerning what has happened to our economy—national and State— 
since that time. 

As you know, the latest Government report of last week revealed 
that unemployment nationally increased during the month of Feb- 
ruary to 4,749,000 persons or 6.1 percent of the total national labor 
force. About 20 major areas over the Nation continue under the 
classification of substantial and persistent unemployment areas, having 
an unemployment rate ranging upward from 6 percent. These areas 
cover coal-mining industries, textile industries, one-industry towns, 
and cities in which there has been a high concentration in one industry, 
among other types. The States are certainly doing all that is within 
their power to help themselves, but they are limited in what they can 
do because they face the problems of expanding populations with 
expanding needs. With overburdened treasuries the result of these 
factors, they are now faced also with the additional loss of revenues 
brought about by the period of recession. 

In the face of this, the Federal Reserve Board has increased its 
interest rates, making it even harder for small firms to borrow money, 
thereby dimming the prospects of any help from this source in supply- 
ing employment opportunity. The Congress this week passed a bill 
extending the temporary unemployment compensation measure, 
adopted last year to meet the emergency, for a period of 3 months. 
While approximately 405,000 persons due to lose their temporary com- 
pensation will be benefited, there are over 1.8 million unemployed per- 
sons in the Nation who are either not eligible for or who have ex- 
hausted all compensation benefits. In Michigan, where jobless workers 
by latest report number 364.000 or 12.4 percent of the State’s labor 
force—Detroit having 229,000 of this number—all but 30,000 unem- 
ployed will have exhausted their regular and extended benefits by 
April 1. It is only these 30,000 persons and present jobholders who 
become unemployed who will be eligible for the benefits of the exten- 
sion. But even if a new unemployment compensation bill is passed 
with provisions of a permanent nature, and it certainly should be, this 
will not bring about jobs—that which is the problem. 

What, then, is the outlook for the unemployed? At the beginning 
of 1958, unemployment in Michigan totaled 316,000, or 10.9 percent 
of the labor force, for the highest unemployment level in a decade. 
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From that point on, conditions grew steadily worse, the unemployment 
record almost steadily increasing over the months. In August, the 
unemployment figure had reached 485,000, or 16.4 percent of the State’s 
labor force. Michigan had 21 areas of substantial labor surplus, by 
listing of the U.S. Department of Labor. Detroit, Battle Creek, 
Grand Rapids, and Muskegon, Mich.—all major industrial areas were 
among the hardest hit cities. At the end of the year, Kalamazoo was 
the only major State market still listed by the U.S. Labor Department 
as an area with moderate labor surplus. 

The Bureau of Business and Economic Research, publishing a 
monthly “Michigan Economic Record,” reports that over the entire 
year the State’s average rate of unemployment was 13.8 percent, com- 

ared to 6.8 percent in 1957, 6.5 percent in 1956, and 3.7 percent in 1955. 
Pavwinss the Michigan Employment Security Commission’s predic- 
tion of unemployment at 12.2 percent of the labor force for 1959 and 
10.6 percent for 1960, based upon the optimistic assumption that auto- 
mobile production in 1959 will be 26 percent higher than in 1958 and 
in 1960 will exceed the 1959 level by 21 percent, the report goes on to 
point out that few experts look for any significant increase in expendi- 
tures for new plant and equipment in 1959 or change in inventory ac- 
cumulation, which are the indicators of economic trend. So far as the 
auto industry is concerned, Michigan’s prime product, the report sub- 
stantiates other expert opinion that a tremendous jump in sales would 
be required in order to force the industry to add to present plant 
capacity. Its summary is that the sufficient increase in consumer 
spending for autos is not forthcoming for, even if 6.5 million cars 
were sold in 1959, as against the currently hoped for 5.5 million, sales 
would still be appreciably below the 8 million produced in 1955. And, 
according to the Department of Commerce “Survey of Current Busi- 
ness”, the same problem is characteristic of such industries as primary 
metals, chemicals, machine tools, paper, and petroleum. In November 
1958 orders for metal-cutting machine tools were 27 percent below both 
October 1958 and November 1957. Lagging machine tool orders, the 
report continues, are indicative of the current sluggishness of business 
investment in new plant and equipment, which in turn is responsible 
for the expectation that unemployment will continue to be a major 
problem area in 1959. 

With this picture in mind, with unemployment compensation about 
exhausted, the city of Detroit has run out of welfare funds and has 
had to turn to the State—itself in financial difficulty because of the 
shift in its economy and the fact that it has suffered a $40 million 
revenue loss in the current fiscal year as a result of the national reces- 
sion—for help. 

Michigan’s economic problem, as the problem of all the depressed 
areas of the Nation, results from a number of causes. These causes 
cover automation, the closing of large industrial plants, and the de- 
centralization of industry. In an address to the State legislature, 
our Governor stated Michigan’s case succinctly, saying: 

Michigan, like other industrial States, was hard hit by the recession, particu- 
larly since it so severely affected the sale of our most important manufactured 
product, automobiles. In addition to this factor, we have experienced in 


in the last few years, certain economic changes which have gravely affected our 
employment and business picture. 
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After the Korean War, there was a shift in defense production from tanks, 
trucks and wheeled vehicles to missiles, atomic weapons and aircraft. There 
was a consequent decline in Michigan’s share of defense contracts which in 
terms of employment meant 200,000 jobs in 1953 and now has fallen 50,000 
jobs. At the same time there occurred a rapid development of automation 
and kindred new technological processes. This has resulted in a substantial 
decline in the number of employees needed to produce an automobile. It is 
estimated by a national survey that the automobile industry as a whole has lost 
180,000 jobs in the last 10 years, mainly because the output per worker has 
risen from 6.7 cars in 1948 to 8.1 in 1958. Added to these adverse factors is 
the decentralization in which the auto industry has been engaged since before 
World War II. While automobiles are and will continue to be vital to our 
economy, it is apparent that we must look to other types of industry to maintain 
economic stability and full employment. It is estimated that by 1970 Michigan 
will have a population of nearly 10 million, as compared with a little under 8 
million today. To provide full employment we will need an estimated 1 million 
to 1% million more jobs than were available before the national recession. 
This growth can be achieved only by a determined effort, in which all elements 
and groups in the State must join to create a more diversified Michigan economy. 
But it would be foolish to pretend that State programs alone will correct the 
economic troubles of the State and eliminate unemployment which results 
from a complex of causes national in scope. No State government, acting by 
itself, can determine the so-called economic climate within its territory. As 
long as the United States of America is one nation, indivisible, with freedom 
of commerce and travel across State lines, there is no such thing, really, as 
the economic climate of a single State. 

Enactment of such legislation as the Spence or the Douglas-Flood 
area redevelopment bill would not fulfill the Federal Government’s 
responsibilty under the Employment Act of 1946 for the economic 
well-being of the people of this Nation, but such legislation is an im- 
mediate necessity as the first important step toward the fulfillment 
of that responsibility. It would by providing long-term loans make it 
possible for States to get underway with pending projects and thus 
open up jobs for its citizens. Weekly I receive scores of letters from 
persons in my congressional district who have been without employ- 
ment for more than a year. They have exhausted unemployment 
benefits, which were inadequate in the first place in terms of today’s 
minimum cost of living; they don’t want to live off the welfare; many 
cannot get on the welfare without sacrifice of the homes and prop- 
erties they have worked for over the years, and, in the end, if some 
outside assistance does not come forth the States are not going to be 
able to support the welfare burden. 

I believe in and support this Nation’s program of economic assist- 
ance to the depressed areas of the world. I know it is a vital part of 
America’s defense posture. I also believe, with equal firmness, that 
economic assistance must be granted by our Federal Government to 
the depressed areas of this Nation. Certainly, economic stabilit 
here determines the posture this Nation can maintain in the world. 

Again, the area redevelopment program is one part of what should 
be a comprehensive national program and policy to regenerate the 
American economy. 


STATEMENT OF HON. ELIZABETH KEE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mrs. Ker. Mr. Chairman and other distinguished members of sub- 
committee No. 3 of the Committee on Banking and Currency of the 
House of Representatives, I deeply appreciate this opportunity, 
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which you have so graciously extended, to present this brief state- 
ment of my heartfelt interest in adequate area redevelopment legis- 
lation. 

Last year, it was my privilege to be one of the sponsors of similar 
legislation which passed the Congress but which, unfortunately, was 
vetoed by the President. Because of the dire need for favorable 
action at the earliest possible moment, I have again reintroduced 
this proposed legislation as the Representative of a Congressional 
District which is unfortunate enough to be classified as a distressed 
economic area. As a matter of fact, my congressional district is one 
of the hardest hit in the Nation. Therefore, I will do all within my 
power to see that this necessary legislation is again passed during 
the first session of the 86th Congress. 

In this connection, Mr. Chairman, there is no need for me to im- 
pose upon the valued time of your committee in spelling out the ex- 
tent of the serious problem which we face. It is a real and urgent 
problem. Congressional committees have _— into the problem at 
great length and the record of hearings and speeches in both Houses 
of the Congress covers hundreds of printed pages. We can all agree 
on these facts: (1) Many areas in the United States are sufferin 
from chronic unemployment, and the number of areas so classifi 
has increased significantly during the past 12 months; (2) distressed 
economic conditions resulting from this unemployment cannot be cor- 
rected without a program of concerted, cooperative action at all levels 
of government; and (3) replacing jobs that have disappeared—cer- 
tainly a serious condition which exists in the coal area I represent— 
requires skill and hard financial resources. 

In the State of West Virginia, we have more than 300,000 citizens 
who exist upon the available surplus commodities. While these less 
fortunate citizens do not enjoy the benefit of a balanced diet—these few 
available commodities have prevented actual mass starvation. 

In the Fifth Congressional District, which I have the honor to rep- 
resent in the Congress, the Nation’s second largest coal producing con- 
gressional district, we have nearly one person out of each four existing 
either in whole or in part on these surplus commodities. 

In this connection, Mr. Chairman, I am gratified to be able to report 
that the residents of my district have not been standing idly by, wait- 
ing for someone to come to their economic rescue. For instance, some 
of the communities in West Virginia’s seven southern counties have 
used the proved techniques of local industrial development groups 
wherein local community money is used to finance sizable projects. 
But too often these meager resources are tied up in long-term mort- 
gages and it is not possible to-move on to the financing of other ur- 
gently needed projects. If there were some way in which these groups 
could free their money for a new project or could borrow money from 
other sources, the communities could repeat this financing process and 
bring in other new plants. At present, there is no way to do this. 

This urgently needed legislation, which you distinguished gentle- 
men now have under study, would make it possible to extend these re- 
sources beyond those presently available through strictly local agen- 
cies working on their own. This, to my mind, is one compelling 
reason for getting this proposed program underway without further 
delay. The unemployment in my congressional district continues 
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to increase each day, causing additional citizens to suffer because of 
the lack of job opportunities. It should be noted at this point that for 
each man or woman who loses his or her job in a productive enterprise, 
there is another man or woman workin in a service job—grocery store, 
filling station, clothing store, and so forth—who will be laid off since 
he or she is dependent upon the producing laboring man as a market 
for his or her goods and services. This legislation is necessary to help 
us establish productive jobs and badly needed payrolls. 

It should be emphasized over and over again that we are not trying, 
through this legislation, to create a made-work program. Our people 
do not want to be put ona dole. What we need desperately to do is to 
create conditions which will enable the States and local areas which 
are suffering so grievously to set their own economic houses in order. 

Local communities cannot do the job alone. Nor should the States 
and local communities wash their hands of all responsibility and look 
exclusively to the Federal Government. What is needed is a co- 
operative approach—a joint effort. This may be primarily a State and 
local problem—but there is definitely a Federal responsibility. 

West Virginia suffers doubly. While it has contributed its labor 
to other industrial centers throughout the United States in good times, 
when times are bad these same workers losing their jobs in large in- 
dustrial centers of the Nation return home to West Virginia for help 
in their time of need. 

Money alone will not do the job. Skills and techniques in indus- 
trial development have been developed to a high degree over the last 
two decades. Some means must, be found to bring these proven tech- 
niques to the small local community. Mr. Chairman, I feel that H.R. 
111 and other similar bills pending before your committee will ac- 
complish this purpose. 

In order to illustrate the need for immediate legislation, I respect- 
fully bring to your attention the fact that in six of the seven coun- 
ties comprising the Fifth West Virginia Congressional District, we 
had a population, according to the 1950 census figures, of 317,327 
people. In November 1958, we had 82,419 people, men, women and 
children, that were absolutely dependent in whole or in part on 
the distribution of surplus commodities to keep body and soul to- 
gether. In Greenbrier County, with a 1950 population of 39,295, 
we had, as of November 1958, 6,194 persons dependent upon the dis- 
tribution of surplus commodities, which represents 16 percent of 
the entire population of this county; in Mercer County, with a 1950 
population of 75,013 people, we had, as of November 1958, 13,724 
persons dependent upon the distribution of surplus commomities, 
which is 18 percent of the population; in Mingo County, with a 1950 
population of 47,409, we had, as of November 1958, 19,902 persons 
dependent upon surplus commodities, which is 41 percent of the total 
population of this county; in McDowell County, with a 1950 popu- 

ation of 98,887, we had, as of November 1958, 31,981 recipients of 
surplus commodities, which is 32 percent of the entire population; 
in Summers County, out of a 1950 population of 19,183, as of No- 
vember 1958, 3,536 were receiving surplus commodities, which is 18 
percent of the poneintiens and in Wyoming County, with a 1950 
opulation of 37,540, as of November 1958, there were 7,782 recip- 


ients of surplus foods, which is 21 percent of the population of the 
country. 
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Mr. Chairman, from a review of these official figures obtained from 
the Department of Agriculture, it is clearly established that more 
than 41 percent of the population in Mingo County are dependent 
in whole or in part for existence upon surplus commodities. 

It should also be noted that in McDowell County it is generally 
agreed that the 1950 census population of 98,887 has now decreased 
to 90,000 or less. However, the fact still remains that, in November 
1958, 31,981 persons were dependent in whole or in part for subsist- 
ence upon surplus commodities, which clearly indicates that the 
number of recipients exceeds substantially the 32 percent as listed. 

The citizens of my seven southern West Virginia counties depend 
almost altogether upon the coal industry for the employment of its 
people. It is also, in my humble opinion, important to note that 
the percentage of persons working in the mining industry under the 
age ‘of 30 years has decreased from about 1814 percent in 1951 to 
about 614 percent in 1957. As a matter of fact, in my home State 
of West Virginia, employment in the coal industry has decreased 
from approximately 125,000 persons in 1949 to approximately 46,000 
to 47,000 at the present time. 

In conclusion, Mr. Chairman, our people are in desperate need 
of the type of help outlined in this legislation, and I respectfully urge 
your committee to report out this measure at the earliest possible 
date in order that we may proceed with this vital] job. 


STATEMENT OF HON. CARL ELLIOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Exniorr. Mr. Chairman, I appreciate very much the oppor- 
tunity to appear before you in support of area redevelopment legisla- 
tion. My own bill on this subject is H.R. 5107. 

The Seventh Congressional District of Alabama, which I have the 
honor to represent, is a distressed area. 

The part of Walker County around Jasper, my home city, is one 
of the industrial communities eligible to participate in area redevelop- 
ment assistance under the definitions of the bills before you, according 
to the tentative list made by the Bureau of Employment Security in 
February 1959. In December 1958, the latest figures available, 10.8 
percent of the total work force of Walker County was unemployed. 

Surrounding industrial areas, in which many people from my dis- 
trict are employed, also have been hard hit. 

Most of my district is rural. Unfortunately, depressed farm prices 
and unemployment have prevented it from sharing in the general 
prosperity which most of the Nation has enjoyed. The technological 
revolution in agriculture has left us with many subsistence farms. 
Our population has been declining as young people find it necessary 
to seek employment elsewhere. Many of those who stay must exist 
on a low standard of living. 

The U.S. Department of Agriculture’s study on “The Development 
of Agricultural Human Resources” listed eight of the nine counties 
m my district among the lowest farm-income counties in the country. 
As I noted earlier, one of my counties—Walker—would be eligible 
for redevelopment assistance under my bill as a depressed industrial 
area. 
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Another basis for establishing eligibility of the rural counties of 
my district is the 1954 census of agriculture. These figures show 
that 4 out of 5 commercial farmers in the Seventh Congressional Dis- 
trict of Alabama received a gross income of less than $2,500 in 1954, 
and 4 out of 10 commercial farmers received an income of less than 
$1,200. On the other hand, in the Nation as a whole, less than 
1 out of 10 received a gross income below $1,200. 

Looking at income of all groups, Walker County, the highest in 
my district, has a per capita income of less than half of the U.S. 
average. Lamar County, the lowest, has about a third of the U.S. 
average. 

Mr. Chairman, we in the Seventh Congressional District have not 
sat by, bemoaning our economic plight. We have recognized that 
the answer to our problems lies in providing new and expanded job 
opportunities for our people. Enterprising citizens in town after 
town in my district have banded together in industrial development 
committees. These committees have surveyed the needs and the po- 
tentials of the community. They have aggressively publicized the 
opportunities for industry that they have to offer. They have bonded 
themselves to make improvements in public facilities. They have 
provided attractive conditions and facilities for new industrial 
ventures. As for myself, I have devoted much of my time to the task 
of trying to help these communities to build themselves up. 

Our efforts have met with some success, but. continuing large unem- 
ployment makes this legislation imperative. 

We still lack credit to finance major industries. Our farmworkers 
do not have the training to fit them for skilled work in advanced 
industrial plants. Many of our communities still lack essential public 
facilities to support an industrial base. 

Mr. Chairman, I am convinced that in this economic crisis of un- 
employment and underemployment that the distressed areas of our 
country need assistance from the Federal Government. This bill 
provides the kind of assistance we need. The several provisions of 
the area redevelopment bill would meet the specific needs I have 
shown to exist in my district. Credit, loans, technical assistance, and 
vocational training will help us to grow. All of these are the kinds 
of investments in national economic growth and human betterment 
that will pay unending dividends back to the United States in a bigger 
tax base, in higher consumption, in lessened welfare costs. 

Mr. Chairman, I urge that your committee soon report this bill to 
the floor. We need it now. 

Thank you very much. 


STATEMENT OF HON. FRANK M. COFFIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Corrin. Mr. Chairman, 10 months ago, I testified before this 
committee in support of area redevelopment legislation, as a proposal 
“to bring imaginative, constructive help to areas in all parts of the 
country which are now facing the twofold problem of londstanding, 
persistent underemployment and the added critical emergency of a 
current depression.” Unfortunately, our efforts on behalf of this 
much-needed legislation in the 85th Congress were unsuccessful. 
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Present conditions are no better than 1 year ago. Unemployment is 
only a fraction below figures for May 1958. Our promised recovery 
has not arrived. In my own State of Maine, some 40,000 workers are 
unemployed—10.9 percent of our total labor force. In some com- 
munities the percentage is two to three times higher. Of those with- 
out jobs, 19,400 are receiving unemployment compensation payments. 
In less than a year, 32.7 percent of those eligible for unemployment 
pomeeeeneion payments—9,900 of the jobless—have exhausted their 

nefits. 

There are a number of ways in which this situation can be ap- 
proached. One category of aid involves the enlarging and amplifying 
of the tools we already have at hand, with agencies already in ex- 
istence. In the last Congress, as well as this, I have introduced leg- 
islation (H.R. 87) to enable the Small Business Administration to 
play a role in areas by making loans when the President or the SBA 
Administrator determines immediate help is necessary to avoid or 
alleviate the effect of the more serious economic disasters, depres- 
sions, or dislocations. No matter how well devised this long overdue 
area redevelopment legislation is, it will take time to transfer it from 

aper to functioning order. Businessmen in areas of economic dis- 
ocation cannot declare a moratorium while waiting for a staff and 
administration to be set up for this valuable agency. With a simple 
amendment to the Small Business Act of 1958, enlarging the loan 
powers of the agency, the Small Business Administration would be in 
a position to help stem the tide in economic disaster areas until the 
Area Redevelopment Administration were fully operating. 

H.R. 87 is, in my opinion, complementary to H.R. 3505, and sim- 
ilar legislation for area redevelopment. It should not be considered 
as a substitute. I urge its favorable consideration as a limited, but 
necessary, step to deal with the immediate problem and to supplement 
the work of the proposed Area Redevelopment Administration. 

The basic principle of H.R. 3505 and its companion bills, is that the 
economic development of certain depressed areas in the United States 
is a national responsibility. We have accepted the principle that 
abolition of poverty is one of our most forceful weapons in the cold 
war and in our relations with other nations, yet we have not accepted 
the implications of this principle in domestic economic policy. Area 
Daateloneeent legislation offers the sound concept that long-term 
planning, intelligent investment of our resources, technical assistance, 
ane vocational training can offer permanent solutions to chronic prob- 
ems. 

There are a number of reasons why we are faced with chronic, 
localized depressions, in addition to the general recession which has 
gripped us during the past year. Some industries have suffered a de- 
cline because of the use of substitutes and new methods. Some are 
unquestionably affected by imports and foreign competition. Some 
form of redevelopment aid, rooted in the concept that the affected areas 
must be helped back to a position of solvency, productivity, and use- 
fulness, where skilled men and women can make the transition to new 
employment before they become dead broke and totally demoralized, 
is essential if we are to maintain productive growth so essential to a 
healthy economic society. 

Maine has, today, State and local facilities ready to take advantage 
of this legislation. We have long recognized the value of economic de- 
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velopment efforts. We were the first State to establish a development 
commission. In 1955, this commission was reorganized as a major 
step in the direction of a more effective program for assistance to 
existing industries and attraction of new industries. In addition to 
this State department, we have a development credit corporation pro- 
viding for industrial development loans, and a newly established 
Maine Industrial Building Authority which provides for State guar- 
antees on loans to local nonprofit industrial development groups. 
Maine towns, under the leadership of the research and planning divi- 
sion of the department of economic development, have shown remark- 
able farsightedness in taking advantage of section 701 funds under 
the Federal Housing Act. Sommnsinity groups throughout the State 
are engaged in the hard task of planning and organizing local efforts 
to improve the industrial positions of their towns. 

In view of this readiness, this evidence of a willingness to tackle 
the immense job of industrial and economic development on the local 
level, there can be little reason to oppose Federal area redevelopment 
legislation as an instance of State and local government efforts to 
avoid their responsibilities. The task is far too great for local groups 
to handle by themselves. Their financial resources and the availabil- 
ity of capital is too limited to provide the kind of boost that is needed 
to restore their communities to the healthy State which they once 
enjoyed. By definition, the communities which would receive assist- 
ance under this legislation have been struck by economic adversity 
which is far beyond their control. We cannot leave them as waste- 
jands in a land of plenty. 

There is one aspect of this legislation which I would prefer to see 
strengthened. In the technical assistance section we provide for evalu- 
ations and studies. But what is needed in many places, and especially 
in smaller concerns and industries, is technical help in the most literal 
sense. The more we examine the experience of the Small Business 
Administration, the Business and Defense Services Administration, 
and the activities of our State and local development groups, the more 
we see the need for experts and technicians available to help businesses 
and industries clear up problems from bookkeeping, to management, 
to production techniques, to marketing, to making the transition to a 
new kind of product. To oversimplify, this would be adapting the 
point 4 approach, which has worked so well in many countries over- 
seas, to our own domestic needs. 

I would like to see the legislation more specific on the point of tech- 
nical assistance, and I believe it would be a true measure of congres- 
sional intent to give leadership in redeveloping affected areas, and not 
merely bail them out by loans alone. This provision would be a com- 
panion program to vocational training as proposed in the bill. 

The grants and loans for public projects will be particularly helpful 
in older communities, where outmoded business and industrial build- 
ings, overloaded and inadequate water and sewage facilities, outdated 
streets and public buildings contribute to the stifling of economic 
— I am especially pleased with the recognition which this legis- 

ation gives to the impact of commercial and industrial blight on 
residential areas. This provision, coupled with the similar pro- 
posal in the Housing Act, will meet a long-felt need in my own State. 
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Finally, I wish to commend most heartily the provisions in H.R. 
3505 for redevelopment wrok in rural areas. We have been so pre- 
occupied with the unemployment problems in the large industrial 
complexes that we have tended to neglect the sores of the countryside, 
which tend to compound the woes of the city. The uncertainty of the 
agricultural economy and the increasingly difficult problem of the 
family farmer have brought about a substantial exodus from rural 
areas. The ranks of the former rural dwellers, driven from what were 
once prosperous communities, swell the ranks of the unemployed in the 
urban centers. 

There is a vicious circle, linking the problems of farm, small com- 
munity, and city deterioration. No one approach will be sufficient to 
attack the problem. New industry cannot be attracted to communi- 
ties without facilities, without adequate planning, and without a good 
labor force. These facilities cannot be attained without new sources 
of income from farms, small business and industry. 

We have, in this legislation, an opportunity to assist rural com- 
munities to regain their place as the center of small industry, con- 
tributing to a balanced economy in areas which have not been swal- 
lowed up by the expanding megalopolis. Maine, with 44 percent of 
its people in rural areas and towns of less than 2,500 population will 
welcome this attention to its problems. 

The eyes of the world are focused on the United States. Our ex- 
periment in free government is inexorably drawn up in our ability 
to maintain a rational, productive, and sensitive economy. In a time 
of great change, such a program demands the best in imagination, 
energy, and the capacity to utilize our experience to make a sound 
investment in our future. The times demand that we in Congress 
act on area redevelopment, before those who live in areas of want lose 
all hope for a brighter tomorrow. I urge approval for this bill. 


STATEMENT OF HON. JAMES C. OLIVER, MEMBER OF CONGRESS 
FROM THE STATE OF MAINE 


Mr. Oxtver. Mr. Chairman and members of the committee, thank 
you for this opportunity to appear in support of H.R. 3505 which I 

lieve is vital to the substantial labor surplus areas in my State of 
Maine and the many other areas of the Nation. 

Maine’s First Congressional District, which I have the honor of 
representing, has been particularly affected by the recent recession, as 
well as chronically depressed because of the ailing textile industry. 
According to the most recent figures published by the Bureau of Labor 
Statistics, those for January of this year, the Portland, Maine, area 
has an unemployment rate of 9.8 percent while the Biddeford-Sanford 
rate is 12.1 percent. The latter region has been classified as a sub- 
stantial labor surplus area since March of 1954. Too often we seem 
to forget that these statistics are more than just numbers, they repre- 
sent 6,200 individuals who are unemployed in Portland and 3,600 in 
Biddeford-Sanford. Most of these are heads of families and, con- 
sequently, countless others rely on their weekly paychecks. Since 
assuming office in January, I have been besieged with letters from 
those seeking employment. These applicants are ablebodied men who 
simply cannot find jobs. My district office in Maine has almost solely 

come an employment agency in its own right. I try to find jobs for 
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these men wherever possible; however, one cannot pull jobs out of the 
thin air when they do not exist. 

In an attempt to provide temporary relief for those who have been 
adversely affected 1 have sponsored a bill to increase present allot- 
ments of surplus foods. I am also a cosponsor of legislation to pro- 
vide for nationwide standardization of unemployment compensation 
benefits. The recent action of the Republican-controlled Maine State 
Legislature in refusing to increase unemployment benefits for even a 
‘minimum 4-week period has been another hard blow. This ill-timed, 
unreasoned action of the State legislature adds to the pressing neces- 
sity for immediate enactment of area redevelopment legislation to aid 
afflicted areas in Maine. 

Opponents of this legislation take great delight in claiming that 
the bill is designed only to put people to work at all costs. This is not 
the case. The legislation is calculated to encourage new industry to 
locate in depressed areas with the emphasis placed on long-term de- 
velopment. It also provides safeguards against drawing industry 
from other regions and places its emphasis on attraction of new indus- 
try through the availability of lower interest rates on loans. I par- 
ticularly support the inclusion of an annual $4.5 million fund for 
development of a technical assistance program to provide expert ad- 
vice for businessmen. This fund will insure success of the redevelop- 
program. Small businesses need expert advice which they often 
cannot afford. The availability of funds plus expert guidance will 
encourage increased business activity in the areas so desperately in 
need of the economic stimulus provided by this legislation, 

I do not want to convey the impression that those areas which have 
been so grievously afflicted in Maine are sitting back waiting for the 
Federal Government to provide help. Actually, a great deal has been 
accomplished by the local communities, but they do not have the 
financial resources to effect complete recovery on their own. Sanford, 
Maine, nationally noted as “the town that refused to die,” has been 
successful in attracting some new industry to replace the loss of a 
woolen mill, but not nearly enough. Many Maine communities have 
established area development corporations to attract new industry. 
These corporations form an excellent framework, but up to this point, 
they have been handicapped by lack of funds for further develop- 
ment; funds which the legislation presently being considered is 
designed to provide. 

Although the present economic situation in Maine’s depressed areas 
is worse than it has been, I have noticed an encouraging sign in Bidde- 
ford where everyone is working effectively in a conce attempt to 
relieve unemployment. With approximately 30 percent of the labor 
force unemployed, the community has banded together in an effort to 
purchase a vacated textile machinery plant containing 1 million square 
feet of manufacturing space. Purchase of the plant will require local 
contributions of $150,000, certainly a difficult sum to raise, especially 
with so much of the labor force unemployed. This is a community 
where the total number of employed in seven industrial concerns has 
dropped from 6,739 in December 1956 to 2,893 in December 1958. 
Certainly, this should indicate that the people in this most seriously 
afflicted area in my State are definitely doing all they can to help them- 
selves. In view of our Government’s policy in furnishing financial 
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aid to dictatorships, such as the Dominican Republic and Yugoslavia, 
it is difficult for me to explain to my constituents why we cannot justify 
funds to help our own people get back on their financial feet. 

It also seems incongruous to me that our national textile industry is 
considered expendable whereas our domestic 01] industry is protected 
by mandatory import quotas. If the administration cannot justify 
higher tariffs or quotas to protect the textile industry, it would seem 
that the type of legislation presently under consideration is the very 
minimum that regions adversely affected by our reciprocal trade 
policies can expect. 

In a country that possesses such vast wealth as does the United 
States, it is Caco that any area should be relegated to the 
position of a “second class economy.” Through enactment of area 
redevelopment legislation, I feel that our country would be going a 
long way toward eliminating the areas of want in our Nation’s 
economy. 

Mr. Vanix. The committee will stand in recess until 2 o’clock this 
afternoon at which time we will hear from Mr. Walter Reuther of the 
United Automobile Workers Union. 

(Whereupon, at 12:45 p.m., the subcommittee recessed until 2 p.m. 
of the same day.) 


AFTERNOON SESSION 


Mr. Parman. The committee will please come to order. 

We have as our witness this afternoon Mr. Walter P. Reuther, presi- 
dent of the industrial union department of the AFL-CIO, and 
the UAW. 

Mr. Reuther, will you come around, please ¢ 

We are glad to have you and we shall certainly listen to your testi- 
mony with great appreciation and give it careful consideration. 

I notice you have a prepared statement. Without objection, you 
may file the statement or any part thereof in the record and any other 
matters that you desire to insert which are germane. 

Mr. Reutruer. Thank you very kindly, Mr. Chairman. 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, INDUSTRIAL 
UNION DEPARTMENT, AFL-CIO AND THE UNITED AUTOMOBILE 
WORKERS 


Mr. Reuruer. I am appearing here as the president of the indus- 
trial union department of the AFL-CIO, which has approximately 
7 million members, and also as the president of the UAW, which has 
1% million members in the automotive, aircraft, and agricultural 
implement industries. 

want first to express my very sincere appreciation for the oppor- 
tunity of appearing before your committee so that I might state our 
views with respect to what we believe to be the compelling need for 
Federal action that is both affirmative and adequate to meet this very 
challenging problem of distressed areas and the related problem of 
mass unemployment. 

I would like personally to express my appreciation for your en- 
abling me to come back today because I had a bad throat the other 
day and I haven’t fully gotten over it as yet. 
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Mr. Parman. We were glad to make the necessary arrangements, 
Mr. Reuther. We don’t want to do anything against your health. 

Mr. Revuruer. I am going to try to manage to get through here 
today, Mr. Chairman. 

I would like to submit for the record a prepared statement, and 
also a supplementary statement which we drafted late yesterday, 
which iaaland a comparison between the bill before your committee, 
H.R. 3505, and the Senate bill, and the administration bill. 

Mr. Parman. Weare glad to have them in the record. 

(The statement referred to is as follows :) 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, INDUSTRIAL UNION DEPARTMENT, 
AFL-CIO Aanp THE UAW 


My name is Walter P. Reuther. I am president of the industrial union de- 
partment of the AFL-CIO and of the International Union, United Automobile, 
Aircraft, and Agricultural Implement Workers of America, AFL-CIO. 

I want to express my appreciation to the committee and its distinguished 
chairman for giving me the opportunity to testify on the compelling need for a 
vigorous and comprehensive attack on the problem of industrial blight and its 
accompanying problem of unemployment. 

Although 6 percent of any community’s labor force must be unemployed be- 
fore it is listed as a “distress area” by the Department of Labor, national un- 
employment figures, which show more than 6 percent of the national work force 
jobless, indicate with startling clarity that what we have is more than just a 
host of distressed areas—we are, in fact, a distressed Nation. A majority, 76 
of the 149 major labor market areas, are afflicted with unemployment in excess 
of 6 percent of the labor force. Another 183 labor market areas of smaller 
size are in the same plight. 

Many of the 259 areas with 6 percent unemployment or more have been pro- 
jected into the distressed category by reason of the 1958 recession, and it goes 
without saying that an end to the recession would reduce unemployment in 
some of these centers below the 6-percent level. But it must be remembered—- 
and it seems to me that this is the principal and most compelling argument 
supporting the legislation this committee is now considering—that before the 
recession started, a large number of these areas were already in the distressed 
eategory. The recession only accentuated the hardship these communities had 
been suffering. 

There are more than 80 labor market areas in 20 different States where un- 
employment has been greater than 6 percent during at least 18 of the past 24 
months. These, clearly, are not areas where unemployment is a recent and tem- 
porary phenomenon brought on solely by the recession. In these areas, distress 
is a chronic phenomenon resulting from fundamental economic changes— 
changes in technology, in market outlets, in raw materials sources, as well as a 
variety of other factors. 

In short, if the recession were to end tomorrow and production were to he 
restored to prerecession levels, many of the 76 major areas would still be plagued 
with unemployment greater than 6 percent. The same unfortunate condition 
would also prevail in many of the smaller labor market areas. As a matter of 
fact, the number of chronically distressed areas will in all probability increase 
in years to come since the forces that make for chronic distress will continue to 
operate with increased intensity in most parts of the country. Thus, in the ab- 
sence of massive and comprehensive remedies, nationally applied, the growth of 
blighted cities and rural areas will continue unchecked and will continue to 
exact an enormous and needless toll from American workers, business, and Gov- 
ernment. 

The depressed area problem is one facet, but an extremely important one, 
of a much broader national problem—the problem of achieving and maintaining 
full employment, full production, and a rate of economic growth consistent with 
both our domestic possibilities and our responsibilities on the world scene. Upon 
the solution to this problem, in all its aspects, depends not only our prosperity 
at home and the welfare of millions of American families but the survival of 
freedom in the cold war contest with totalitarian tyranny. 

















o> he eee ee 








—S lle 


ae OF FO 

















AREA REDEVELOPMENT ACT 541 


Obviously, the enactment of the Spence bill will not solve all our economic 
problems. No one claims that it will. But it would make an important contri- 
bution to the elimination of a tragic economic waste of manpower and commu- 
nity facilities that as a Nation we can ill afford. This bill must be examined 
not merely in terms of what its separate provisions will do for this community 
or that. It must be viewed in the broad prospective of our national economic 
problem as a whole—as one important tool of the many that are required in the 
total effort to get our national economic house in order by getting America back 
to work. 

The urgency of our national situation is such, as I shall try to make clear, 
that we must not, on pain of risking freedom’s future, neglect, overlook, or fail 
to make full use of either the area redevelopment tool or any others in the kit 
that can restore our economy to full employment and healthy growth. 

Manifestly we have failed miserably to deal effectively with the problems of 
full employment and economic growth. Unemployment in January was greater 
than in the same month of any year since 1941. Our rate of economic growth 
from 1953 through 1958 averaged only 1.3 percent a year instead of the 5 percent 
we could and should have attained. 

Neither full employment nor a satisfactory rate of growth are possible so 
long as we fail to eliminate industrial blight. The unemployed in the depressed 
areas are denied their opportunity to contribute to the increase of the national 
product. Huge investments, private and public, in facilities that could con- 
tribute to the growth of the Nation’s output lie idle in whole or in part. 

The festering economic sores in the depressed areas tend to reduce production 
and employment and to retard growth throughout the entire economy. Reduced 
purchasing power of consumers in the blighted areas obviously aggravates un- 
employment in consumers’ goods industries throughout the Nation. Reduced pro- 
duction in the blighted areas diminishes demand for the materials, parts, and 
components that the depressed areas would require if their workers were fully 
employed, thus further intensifying unemployment on a national scale. Cur- 
tailed sales of both consumers and producers’ goods in the depressed areas mean 
idle capacity as well as unemployment elsewhere; and idle capacity means cur- 
tailment of investments that would foster growth. Unemployment and idle 
capacity, rather than any lack of capital, account for the fact that business in- 
vestment in plant and equipment has dropped from $37 billion in 1957 to an 
estimated annual rate of $30.5 in the first quarter of this year—a shrinkage of 
18 percent when measured in dollars and even greater if measured in terms of 
physical volume. 

Our failure to achieve a rate of economic growth in accordance with our 
potential has meant long months of unemployment for millions of men and 
women. It has brought tragic hardship to families, forcing the curtailment cf 
their spending on food and other necessities, and dissipating their savings. As 
savings and unemployment compensation benefits were exhausted, unemploy- 
ment has brought mounting welfare rolls to State and local governments. While 
men and women search vainly for jobs that do not exist, our Nation has suffered 
the loss of tens of billions of dollars in goods and services that idle hands and idle 
machines could and should have produced. 

At the same time our position of international leadership is threatened by the 
failure of our economy to match actual growth with its possibilities for growth. 
In recent weeks and months we have been forced to recognize that in certain 
areas of scientific achievement and the military potential flowing from it, the 
United States no longer enjoys the commanding lead it once held over the Soviet 
Union. Even in terms of general economic strength, although we are still 
ahead, the Communists are rapidly closing the gap between us. The failure of 
the U.S. economy in recent years to grow as it can and should is one of our 
major sources of weakness. It has weakened us not only in terms of physical 
Strength, but in the struggle for men’s minds, and hearts, and loyalties. 

We must not delay finding prompt and effective answers to our economie 
problems. Failure to do so means acceptance of the suffering and loss that unem- 
ployment and economic stagnation cause for our own people, an acceptance of 
hardships as unjustifiable as they are unnecessary. In addition, our position 
as a leader among the forces of freedom requires that we prove, through ex- 
ample, that full employment, full utilization of productive resources and steady 
economic growth can be achieved at least as effectively within the framework 
of freedom as under a Communist dictatorship. In the present crisis we need to 
understand and to act in the knowledge that halfway and halfhearted meas- 
ures, and policies of too little and too late will not meet the infinitely complex 
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challenge of peace as we have always understood that they are not equal to the 
challenge of war. Hundreds of thousands of unemployed workers in great in- 
dustrial centers like Detroit, Pittsburgh, and Chicago, who manned the defense 
plants during the war, are asking the question to which America must find an 
answer. They ask: “Why is it that America can demonstrate the courage, the 
good sense, and the know-how to achieve full employment and full production 
making the weapons of war and destruction but does not have the comparable 
will and courage and good sense to achieve full employment and full production 
making the good things of life for people in peacetime?” 

Yet the challenge we face in the world today, although not dramatized for us 
by any Pearl Harbor, is as serious in its ultimate implications as that to which 
we responded to effectively in World War II. 

The facts of our decline relative to the Soviet Union cannot: be denied. The 
total production of goods and services in the United States, for example, may 
still seem far ahead of that of the Soviet Union; we are probably still producing 
a little more than twice as much as they are. But economic growth in the 
Soviet Union is advancing four or five times as fast as our lagging economy has 
grown in recent years. If both economies continue simply to grow at the same 
pace as they have done respectively since 1950, it will be a mere 17 or 18 years 
until Soviet production can match and surpass ours in volume, and from that 
point forward it is they who will threaten to take a commanding lead. 

If we should lose this race, it will not be primarily because Russia has surged 
ahead so fast, but because we have lagged so far behind. Our failure has been es- 
sentially the result of faulty economic policies. We have the physical means and 
the technical skill to achieve continued expansion at three or four times the pace 
of actual growth since 1953. Historically, our productivity has tended to in- 
crease at an accelerating rate. As the current issue of Fortune magazine puts it, 
“Rising productivity begets rising productivity.” 

A few weeks ago I presented to the Joint Economic Committee statistical evi- 
dence, based on an analysis of nearly 50 years’ experience, that our productivity 
at the present time should be increasing at a rate in the neighborhood of 4 per- 
cent per year. Add to this the effects of labor force growth, and our gross 
national product should be growing, at the very least, at a rate of 5 percent per 
year. 

A 5 percent growth rate may once have seemed visionary. It still is so labeled 
by the editors of such publications as the Wall Street Journal and Barron’s. But 
their record, preserved for all to read in their own files, testifies more eloquently 
than anything I can say to the utter worthlessness of their opinions about our 
country’s future. They have always sold America’s possibilities short. As is 
true of the NAM and the chamber of commerce, whose ideology they reflect, they 
have been demonstrably wrong about practically every forward step in America’s 
march along the road of economic and social progress. 

The fact is that we actually achieved an annual growth rate of nearly 5 percent 
in the period 1947-53. The economists and practical business men and women 
who wrote and subscribed to the Rockefeller Brothers Fund report on our 
economy stated their belief that ‘“* * * a growth rate of 5 percent is possible if we 
realize fully our impressive opportunities for economic expansion.” The re- 
spected British economist, Barbara Ward, believes we can‘and should achieve a 
5 percent rate. The former chairman of the Council of Economic Advisers, 
Leon Keyserling, is confident that a 5 percent growth rate is a realistic objec- 
tive. 

The realities of the world situation necessitate that America and the free 
world build adequate military strength. However, we must clearly recognize 
that in the face of the developing technology of nuclear and missile' warfare the 
Soviet Union is shifting its offensive to the economic front and will continue to 
place increasing emphasis on programs of economic penetration and political 
subversion. 

According to a report in the New York Times of January 30 last, Premier 
Khrushchev in his report to the 21st Communist Party Congress specifically 
related increases in Soviet production to increased aid to other Communist 
countries. In addition, however, the Soviets have also been increasing their 
economic assistance to uncommitted nations with underdeveloped economies. 
Every ruble’s worth of such aid carries with it a propaganda message of grow- 
ing Soviet strength. Yet when it is suggested that American aid programs 
should also be increased, men. of little faith have repeatedly told us, “We can’t 
afford it.” This is the voice of defeatism that would measure America’s power 
to act only within the limitations of our present depressed economy and the 
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boundaries of narrow vision. We must realize that only by following policies 
based on confidence in America’s potential economic strength can we transform 
economic promise into practical economic fulfillment. Only by adopting pro- 
grams, at home and abroad, which will expand our power to consume and make 
new demands on our power to produce can we stimulate the economy to respond 
to those demands and achieve the full utilization of our productive capacity. 

The need for such a stimulus is painfully evident. While the forces that 
threaten our freedom have been building up their economic strength, our 
economy has been allowed to lag, to stagnate, and even to slip backward. Total 
civilian employment in the United States in January was less than it was 3 
years earlier. There were 1.5 million fewer nonfarm wage and salary jobs than 
when the recession started. Even after some industrial recovery, more than 20 
percent of the Nation’s industrial capacity still stands idle. 

These dismal economic facts and many others that tell the same sorry tale, 
give the lie to those who think the pulse of the economy can be read from the 
Dow-Jones’ averages of stock prices. I remember a political slogan of a few 
years back: “Everything’s booming but the guns.’ Brought up to date it reads: 
“Nothing’s booming but the stock market.” 

The place to measure the performance of our economy is not in Wall Street 
but in the homes of the human beings whose needs and aspirations give pur- 
pose and meaning to economic activity. Readings taken in the homes of 
4,700,000 unemployed workers leave no room for doubt that we are still deep 
in recession. 

This is the second recession we have experienced since 1953. In between 
we have had only partial recovery. If instead we had maintained full pro- 
duction, full employment, and full utilization of our technological skills, with a 
steady growth of production at the annual rate of 5 percent which we could 
have achieved under those circumstances, the total value of goods and services 
we would have produced over that period, expressed in dollars of 1958 buying 
power, would have been approximately $212 billion greater than it actually 
was. 

That is the measure of the loss we have suffered—$212 billion worth of food, 
clothing, homes, household goods, schools, hospitals, factories, power dams, 
economic aid, and all the other goods, services and facilities that would have 
helped create abundance. 

If we had maintained that rate of growth since 1953, our national produc- 
tion in 1958 alone would have been about $525 billion, or $88 billion more than 
it actually was—sufficient to have allowed an increase of 20 percent in every 
item of expenditures, public and private. This we could have divided among 
personal and family spending, health, education, area redevelopment, and other 
Government services, national defense help to our friends in other lands, and 
new plants and equipment to meet our future growing needs. 

These losses have already cost us dearly in the economic race with the forces 
of tyranny. But our economic lead will be narrowed still further, and com- 
pletely closed within a frighteningly brief period, if we continue to fail, as 
we have in the past 6 years, to match our economic potential with practical 
performance. 

Rarlier I indicated that if the economies of the United States and the Soviet 
Union both continue to grow at the respective rates at which they have been 
growing since 1950, it will be only another 17 or 18 years until the gross national 
product of the Soviet Union will execed our own. That statement was based 
on estimates made by Allan Dulles, Director of the Central Intelligence Agency, 
with respect to the rate of economic growth in the Soviet Union, together with 
the latest available data as to our own rate of growth. 

On April 29, 1958, Mr. Dulles told the 46th annual meeting of the U.S. Chamber 
of Commerce : 

“Whereas Soviet gross national product was about 33 percent that of the 
United States in 1950, by 1956 it had increased to about 40 percent, and by 1962 
it may be about 50 percent of our Own. This means that the Soviet economy 
has been growing, and is expected to continue to grow through 1962, at a rate 
roughly twice that of the economy of the United States.” [Emphasis added.] 

Since that time the Soviet Union has claimed to have achieved an even higher 
rate of growth. The rate implied by Mr. Dulles’ figures would come to about 7 
percent per year. On January 27, 1959, Premier Khrushchev told the Communist 
Party Congress that during the next 7 years the Sovie teeonomy would continue 
to grow at a rate of about 8.6 percent per year, on which a New York Times 
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analyst commented, “Judging from recent performance, he may not be far 
wrong,” and contrasted it with a rate of growth in this country since the end 
of the Korean war of less than 1.5 percent per year. 

Taking into account the possibility that Mr. Khrushchev may have raised 
his figures a bit for purposes of both domestic and international propaganda, it 
would seem that Mr. Dulles’ estimates are worth consideration as a reasonable 
and realistic forecast. 

At the same time, as a result of the recession, even the modest rate of growth 
which the United States economy averaged between 1950 and 1956 has not been 
maintained. Between 1956 and 1958 it failed to grow at all. As a result, the 
average annual rate of growth between 1950 and 1958 comes to only about 2.8 
percent per year. 

If the respective rates of growth of the American and Soviet economies are 
projected forward, it becomes Ominously apparent how significant these differ- 
ences are. In spite of the fact that U.S. total production is still probably a 
little more than double that of the Soviet Union, if they had both continued 
to grow at the same rate between 1950 and 1956, the Russians would have caught 
up with us by about 1985. 

However, if you assume further repetitions of our current recession, and 
project future growth of the U.S. economy at the still lower rate which repre- 
sents the annual average for the period 1950 to 1958, the Soviets will have 
matched and surpassed us by 1977. This, to me, is dangerously close. It means 
that unless America provides the dynamic leadership and the effective imple- 
mentation of bold programs to reverse this trend, the margin of survival be- 
tween the forces of freedom and of tyranny may soon be reduced to the point 
of disaster. 

Our position would be far less disquieting if we achieve, as we can and 
should, the 5 percent annual growth rate that is within our power even if we 
make no allowance for continued acceleration of the rate of productivity 
advance. 

With the Soviets expanding their economy at an assumed rate of 7 percent 
per year they would still catch up with us eventually—in terms of total al- 
though not per capita output. But the date would be postponed until about 
1996, rather than 1977. 

Within that period of time many things can happen, including even the possi- 
bility that internal changes in the Soviet Union may help to create a better inter- 
national climate in which it may be possible for our two nations to live together 
peaceably in one world. 

In any case, the achievement of a 5 percent growth rate in our economy would 
give us many precious years of additional time in which to find our answers 
to the problem of world peace, without having to face the additional challenges 
certain to be thrown at us by a regimented, hostile Soviet economy which had 
grown greater and more powerful than our own. 

Our economic losses at home and our narrowing lead on the world scene arise 
out of no lack of physical or human resources. Our problems flow from a lack of 
vision and determination—a failure to appreciate the vast growth possibilities 
of the American economy, an absence of the will to translate those possibilities 
into reality. We are in trouble, not because we lack the means to solve our 
problems but because we are not trying. 

A glaring example of what I mean by “not trying” is last year’s Presidential] 
veto of the area redevelopment bill passed by both Houses of Congress. A 
repetition of that veto is threatened this year. The excuse for a veto, if it 
comes, will be that we cannot afford the $389 million called for by H.R. 3505— 
that it would unbalance the budget. 

I fully agree there are some things we cannot afford. We certainly could not 
afford the loss of the $212 billion in gross national product that we suffered since 
1953 from failure to achieve our growth potential. The cost of the Spence bill 
is less than two-tenths of 1 percent of that loss. And that cost will be repaid 
many times over by the gains that are sure to flow from enactment of the 
bill. 

Last year the average employed worker contributed $6,827 to our gross 
national product. At that rate, if enactment of the Spence bill results in the 
reemployment of only 57,000 of the many hundreds of thousands of unemployed 
workers in the communities which it would make eligible for aid, we will regain 
in 1 year, in terms of increased national output, the full cost of the bill. 
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The $389 million called for by the Spence bill is less than one-tenth of 1 per- 
cent of our present gross national product. Reduced to terms more compre- 
hensible to the average citizen, the bill’s cost comes to 44% cents per week, three- 
fifths of a cent per day, for each member of our national population. 

According to Drew Pearson, the same administration that tells us we cannot 
afford the cost of the Spence bill proposes to appropriate $90 million for private 
airplanes for certain Government executives. Of this amount, $15 million is to 
be spent for new jet planes for the President, the Vice President, and the 
Secretary of State. I do not begrudge them their private planes. Unlike the 
leaders of the administration, I believe our Nation is wealthy enough to pro- 
vide them with $90 million in planes and much more besides. I am aware also 
that the expenditure of this $90 million may provide jobs for some of the 
unemployed aircraft workers represented by the UAW for whose unemployment 
the administration offers no better solution. 

I would like to point out to this committee, however, that the $90 million 
which it is proposed to appropriate for private planes for a handful of top 
Government executives is only a little less than one-fourth the total cost of the 
Spence bill which we are told we cannot afford. This $90 million is a full two- 
thirds more than the $53 million which is the most the administration thinks 
we can afford for the redevelopment of the scores of communities where hun- 
dreds of thousands of workers and their families are suffering the hardships of 
unemployment. 

There was a time when depressed areas were isolated phenomena—a handful 
of communities where certain unique factors had caused permanent pools of 
unemployment to become commonplace in once thriving areas, The phrase “de- 
pressed area” brought to mind communities such as Scranton or Wiikes-Barre, 
where anthracite mines had become exhausted, or Lawrence and Fall River, 
where the death or exodus of textile concerns destroyed the foundations of the 
local economies. Today, rapid economic and technological change has multiplied 
the causes of industrial blight and is inflicting chronic unemployment on com- 
munity after community and State after State across the face of the Nation. 

The problem of chronic unemployment, rotting industrial areas, widespread 
industrial blight is growing and spreading. Every community is susceptible to 
this disease. Dynamic economic and technological change and industrial 
obsolescence are two sides of the same coin. But obsolescence can be remedied 


and its dire human consequences avoided if the affected communities are pro- 
vided with assistance in meeting their problems. 


BLIGHT AND ITS CAUSES 


What are the factors which make for blight? Why are once great industrial 
centers dotted with empty factories, deserted business areas, rundown homes? 

There are many causes. They include: Decentralization of industry to bring 
plants nearer to sources of raw materials or to growing markets results from 
population shifts; technological advance which enables an industry to meet de- 
mand for its products with fewer workers, thus creating unemployment in the 
centers where the industry is established; the demise of smaller and weaker 
firms as a result of competition creating “labor surpluses” in the communities 
dependent on the liquidated companies ; “integration,” which destroys jobs in com- 
panies that formerly supplied parts or components to the integrating firms; 
and shifts in defense procurement policies with changes in military technology 
which have the effect of shifting production from industries centered in one 
region of the Nation to others elsewhere. 

The rapid decentralization of American industry is a major cause of blight. 
As the population of the United States has exploded in the past two decades, 
new markets have been created in hitherto relatively sparsely populated areas. 
The rising standard of living has expanded demand for many products in these 
areas, demand of a size that was undreamed of as late as the 1930’s. Manufac- 
turers who have for years operated in long-established industrial centers have, 
particularly since the war, expanded their productive facilities by construction 
of new plants in these areas of expanding population, stunting the growth of the 
established centers. More serious consequences have flowed from the wholesale 
transfer of production from old to new centers. Moreover, in a shrinking mar- 
ket, production tends to be concentrated in the more efficient plants in the new 
oe Thus the established centers bear the main brunt of fluctuations in 

emand. 
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Consider the rubber industry. Before the war the city of Akron, Ohio, pro- 
duced more than 60 percent of all tires and tubes manufactured in the United 
States. Today, Akron accounts for slightly more than 25 percent of tire 
production. 

We have witnessed the rapid decentralization of the automobile industry. 
First General Motors, then Ford, now Chrysler—all have built new, modern 
plants at sites located close to new markets for automobiles or close to the 
source of materials. 

The reasons which motivated this decentralization are clearly apparent. One 
reason is evident in the increase in new-car registrations in various sections of 
the country. The north-central region, which includes Ohio, Michigan, Indiana, 
Minnesota, and others, has increased new-car ownership by 59 percent in the 
years 1948 through 1957. New England and mid-Atlantic States have shown a 
car registration increase of 56 percent. However, the Far West is up by 9 per- 
cent and the Mountain States have jumped new-car registrations by 86 percent. 
New-car ownership in the South and Southeast has soared by more than 90 
percent. 

This trend to “follow the market” has long been apparent in automobiles. In 
October of 1948, M. E. Coyle, then a vice president of the General Motors Corp., 
told an audience: “You help us develop our markets and we will be glad to build 
a plant in your area. If you will see to it that we can sell 400 cars a day, you 
have a good chance of getting a plant.” 

Other industries are also “following the market.” This was clearly the case 
with the Ferry-Morse Seed Co., which just last week announced it was moving 
its eperations from a multistoried plant in downtown Detroit, where it had 
operated for more than a century, to Fulton, Ky. James Pottinger, president 
of Ferry-Morse, said the firm was transferring its operation to a new and efli- 
cient one-story factory in Fulton since Michigan is no longer a seed-producing 
State (as it always was up to 1950) and Fulton is centrally located in terms of 
Ferry-Morse markets: The town of Fulton, Pottinger pointed out, is served by 
three major truck lines and two railroads and is located on two U.S. highways. 

Another crucial consideration involved is the movement of plants from one 
locale to another is the “basing point” decision of the U.S. Supreme Court. 
While this decision corrected one aspect of the monopolistic price policies of the 
steel industry, it played a major role in the shifting of steel-consuming indus- 
tries from established manufacturing areas to the immediate vicinity of steel 
mills. 

As a direct result of the “basing point” decision, Ford, General Motors, and 
Chrysler built many new stamping plants in or near steel-producing centers. 

Accessibility to materials is often a significant factor in the location of new 
plants which are designed to use new materials that become an increasingly 
important factor with changes in technology. This was responsible for the con- 
struction of the new Ford Motor Co. installation at Lister Hill, Ala., near the 
huge Reynolds Aluminum plant. The same is true for the General Motors plant 
at Massena, N.Y. In both cases the availability of hydroelectric power deter- 
mined the location of the aluminum plants, which in turn determined that the 
new auto facilities would be located far from the established auto production 


centers. 
UNEMPLOYMENT IN THE AIRCRAFT INDUSTRY 


The aircraft industry also is prominent on the list of industries causing dis- 
tress. In this industry, where the Government is itself ultimately the employer, 
unplanned layoffs with little or no notice to the workers or the communities in- 
volved are creating havoc all over the country. Between April 1957 and July 
1958, 141,000 aircraft workers were laid off, frequently at the rate of 20,000 or 
more per month. Since April 1958, employment in this industry has risen by 
15,000, but not necessarily in the same places where workers had previously been 
laid off. Some moderate pickup in employment is expected in the near future, 
according to the Department of Labor, in San Diego, Sacramento, Hartford, and 
Columbus, none of which is a distressed area. Further declines in employment 
are expected in Birmingham, Buffalo, and Long Island which are already dis- 


tressed areas. 

Whatever the reasons for shifts in industry location, however, specific, com- 
munities and specific human beings, workers and their families, have been left 
in the wake of this rapidly moving progress. They have been left without jobs 
and, in too many cases, without a chance to find others. 
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The skills of workers, built up through years of experience, are being wasted 
in areas where a small investment in rehabilitation could start a new chapter 
in local economic history. 

The reasons behind the decentralization of industry are economically sound 
from the industry’s standpoint. 

The tragedy is that well-established communities, particularly workers and 
the small businesses that depend upon workers’ paychecks, are left to bear the 
burden of industrial blight which results from such movement. 


THE ADVANCE OF TECHNOLOGY 


A second contributing factor to the depressed areas situation is technological 
advance. The onrush of automation and the incredible improvement in the 
tools and tecniques of production have meant increased production levels with 
fewer and fewer workers. 

In 1957, the automobile industry produced 7,220,000 cars and trucks as com- 
pared with 4,797,621 in 1947—an increase of 50.5 percent. But production- 
worker employment during the same period increased by only one-half of 1 
percent, from 648,800 to 652,000. 

And while there are some qualifying factors on the other side, it must be 
remembered that the 1957 automobile was a far more complicated machine than 
the 1947 product. 

Chairman Martin, of the Federal Reserve Board, presented a staff paper to 
the Joint Economic Committee on February 6 of this year emphasizing the 
continuance of this tendency. The paper said: “Productivity increases in manu- 
facturing industry have apparently been higher this time than in the earlier 
recovery periods, reflecting very high modernization investment in preceding 
boom as well as the greatly expended industrial research and development pro- 
grams of the boom period. For instance, automobile output while only 4 per- 
cent lower than in December 1956, provided one-fifth less in production worker 
employment than 2 years earlier.” 

The Federal Reserve Board staff paper noted also that the coal mines have 
been about equaling the output levels of a year ago with approximately 15 
percent fewer workers. 

Similar tendencies are at work in many other industries not dealt with in 
the Federal Reserve Board paper. For example, steel production is above 
prerecession levels, while the industry employs 100,000 fewer workers. 

The UAW does not oppose automation or the introduction of more efficient 
technology in the auto or any other industry. On the contrary, we welcome 
the possibilities it opens up for the enrichment of human life if its fruits are 
equitably shared. But we have called and we will continue to call for a leaven- 
ing influence of moral and social responsibility so that workers and their 
families through unemployment are not compelled to pay in hardship and 
suffering the price of progress for the Nation as a whole. 


SMALL BUSINESS UNABLE TO COMPETE 


Another important aspect of the problem of blight concerns the inability of 
small business to meet the competitive challenge of massive, worldwide corpora- 
tions. Many of these small firms, unable to find capital for the technological 
improvement of their own production facilities or the maintenance of networks 
of dealers and service centers, have been forced to liquidate their businesses. 

In Detroit we have seen the end of many once-prosperous companies—Hudson 
and Packard, to name only two—brought about by their inability to attain the 
volume needed to survive in competition with a few industrial giants that 
account for 90 percent of the industry’s total production. 

Moreover, many firms—and examples of this are legion—that formerly per- 
formed supplier functions for the industrial giants—Murray Body & Motor 
Products are typical of this—have had those functions absorbed—“integrated” 
is the term, by these giants. This integration results primarily from the ability 
of the large corporation, by reason of its financial resources, to install equip- 
ment that makes it possible to produce the given product at a figure cheaper 
than the purchase price charged by the supplier. The result, of course, is 
increased efficiency by the large company in the manufacure of the item, mean- 
ing fewer workers involved in the production process. 
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THE DIMENSIONS OF THE CHALLENGE 


The enormity of the challenge facing America can be most easily grasped 
by reading through the list of communities in trouble. That list, which in- 
cludes cities and towns in State after State from coast to coast, is a rollcall of 
American industrial and economic might. For example, every major labor 
market area in the State of New York shows unemployment in excess of 6 
percent of the work force. The problem, in New York State as elsewhere, is 
not confined to just the major areas, as is indicated by the presence of 20 
smaller New York areas on the distressed list. 

In Ohio, we find such important manufacturing centers as Youngstown, To- 
ledo, Canton, and Lorain-Elyria similarly plagued. In addition, 15 smaller areas 
in Ohio are listed as distressed by the Labor Department. 

Chicago and Joliet, Ill.; Baltimore, Md.; Louisville, Ky.; Bridgeport, New 
Britain, and New Haven, Conn.; Portland, Oreg.; Roanoke, Va.; Spokane and 
Tacoma, Wash.; and Newark, Trenton, and Paterson, N.J.—these are a few of 
the many important labor markets of the country which are now distressed. 

In New Jersey, all but 1 of the 14 labor market areas are currently areas 
with a chronic state of substantial labor surplus. Four labor markets (Atlantic 
City, Bridgeton, Long Branch, and Wildwood) would be eligible for Federal aid 
under the Spence bill (H.R. 3505). Nine other labor markets would become 
eligible for assistance should the current high rate of unemployment continue 
beyond June 1959, as appears likely. Only one labor market, Salem, is cur- 
rently not in the substantial labor surplus category thought unemployment dur- 
ing the first half of 1958 exceeded 6 percent; it is currently just below this 
level. 

Nor has the southland, one of the faster growing industrial regions in the 
Nation, escaped the national trend. Some areas have now been industrialized 
long enough so that they, too, have developed the municipal headaches that go 
with plant obsolescence and shifting markets. In Tennessee, for example, Chat- 
tanooga and Memphis show unemployment greater than 6 percent of the total 
work force, while Knoxville has experienced such a level of joblessness for at 
least 18 out of the last 24 months. More than a year ago, Senator Gore, of 
Tennessee, said: “I have seen thousands of my own fellow Tennesseans, able- 
bodied men who want to earn a living, standing for hours in the cold to obtain 
a small allotment of surplus food commodities. That is the danger signal” 
(Congressional Record, Feb. 5, 1958, p. 1475). 

Five months after the Senator spoke, Ford Motor Co. closed its assembly 
plant in Memphis, throwing hundreds of employees out of work. The plant, 
which was put into operation in 1924, had, according to the company, become 
obsolete. Many of the workers thrown on the street, some withupwards of 30 
years’ seniority, have virtually no hope of finding jobs in the foreseeable 


future. 
THE LIST OF DEPRESSED AREAS 


Look, if you will, at the major areas that would become immediately eligible 
for assistance under the provisions of H.R. 3505, since they have been burdened 
with unemployment in excess of 6 percent for 18 of the last 24 months. Water- 
bury, Conn.; Fall River, Lawrence, and Lowell, Mass.; Detroit, Flint, Grand 
Rapids, and Muskegon, Mich.; Altoona, Erie, Johnstown, and Hazleton, Pa.; 
Evansville and Terre Haute, Ind.; Providence, R.I.; Charleston and Wheeling. 
W. Va.; and Racine. Wis., are some of the major areas which would be eligible 
now if this bill were law. 

It is in these latter areas where the solution to the problem of industrial 
distress is so urgently needed. And those listed above are only the major labor 
market areas listed as depressed. There are twice as many smaller areas 
afflicted with a depression as there are major markets so designated. 

There can be no doubt that the framers of the legislation here under con- 
isderation have clearly recognized the nationwide dimensions of the distressed 
areas problem and are willing to meet it by the application of comprehensive 
and, we believe, sound economic action. 

We recognize also that there are forces in America—and here I refer spe 
cifically to the National Association of Manufacturers and the chamber of 
eommeree—which have consistently opposed any and all constructive social 
and economic change, and which are highly critical of this measure. Such 
opposition was not entirely unanticipated since these same groups have opposed 
such propositions as the abolition of child labor, the Federal deposit insurance 
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system, the 8-hour day, the income tax, and other important measures which 
have become part of our economic and social fabric. 

In rereading the dreary record of their refusal to support constructive legis- 
lation in the past, one finds their opposition generally based on the dire predic- 
tion that enactment of the measure in question “would destroy the free enter- 
prise system.” There were variations, but always on the same theme. 

These variations took the form of statements that we were about “to kill the 
goose that laid the golden egg;” “corrupt the moral fiber of the American 
people ;” “discourage thrift;” “regiment the American people;”’ and so on. If 
you will check the record of these two organizations you will find them wrong 
on every major issue to come before the Congress in the last half century. They 
are also wrong on this one, which, at least, keeps intact their dismal record of 
consistency. 

But in the testimony offered by representatives of the NAM and the chamber 
of comme.ce before the Subcommittee on Production and Stabilization of the 
Senate Banking and Currency Committee, which is also considering area re- 
development legislation, you will note that a new variation on the theme has 
been added. Now, instead of just “destroying the free enterprise system,” we 
find these groups complaining that enactment of legislation such as H.R. 3505 
will blunt the efforts to create what is called a Favorable Business Climate— 
the capital letters are in the original. 

We are told only in general terms what that elusive commodity, the Favor- 
able Business Climate is, but it does not take a professional cryptographer to 
determine from reading the statements of these two organizations that the 
creation of such a climate would be greatly assisted if taxes on business were 
to be sharply lowered, local and State governments were to be made subservient 
to the wishes of business, an obsequious labor force were to be available always, 
hat in hand, ready to accept whatever wages the employer would unilaterally 
determine, and those who worry about human beings and their problems were 
to simply disappear. 

To carry such a campaign to its logical conclusion would make for a recreation 
of the happy time when there were almost no taxes levied on business, there 
was no control of stock speculation, 6-year-old children still worked in the 
factories and mines, Federal budgets ran in the millions instead of the billions, 
no ubemployment or workmen’s compensation programs existed, and almost 
everyone who was anyone owned his own horse and buggy. 

While it is easy to laugh at the preposterous proposals offered by such organi- 
zations, it has been our experience in Michigan, to cite only one example, that 
such ill-concealed attempts to turn back the clock of progress are decidedly no 
laughing matter. 

They are harmful and they are destructive. For while these groups argue 
against remedial legislation on the national level, they also argue against remedial 
legislation on the local and State levels. 

As an illustration of this point, early last month Michigan’s Governor Williams 
proposed the establishment of an “industrial FHA program” at the State level 
to help promote industrial development. The Governor asked the legislature 
to put on the ballot in the next election, to be held on April 6, an amendment 
which would guarantee $100 million in loans to promote manufacturing projects 
and industrial research. This proposal, as you can see, is not unlike, in part 
at any rate, the legislation this subcommittee is here considering. 

How did those forces, of which the NAM and the chamber of commerce are 
representative, greet this proposal which, after all, is not national but statewide 
in character? ‘ 

The Detroit Free Press, which has consistently opposed Federal area rede- 
velopment legislation, said editorially on February 12: “Better than financial 
gimmicks to lure industry to Michigan would be the creation of a much better 
climate such as a Sound and equitable tax program, a more reasonable attitude 
on the part of labor and a more realistic, friendly, and cooperative spirit on the 
part of State government agencies.” 

Willis Hall, manager of the Greater Detroit Board of Commerce, the local 
chamber of commerce group, railed against the proposal in these words: “This 
suggestion (the Governor’s proposal) is about the inevitable end of a road that 
the State has been following when you have neglected maintaining the economic 
climate of a State or community so long that you finally would realize jobs 
have been driven away from the State.” 
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It has become obvious that the fraudulent “favorable business climate” move- 
ment is the cover under which the most reactionary forces in America are 
attempting to halt the enactment of any and all vital social and economic legis- 
lation in the United States, whether at the State or at the National level. 

We are, in fact, witnessing in America, a massive assault on social progress, 
Evidence available to anyone interested enough to spend the time in a public 
library clearly indicates that there is underway a well-organized, well-financed 
campaign on the part of important sectors of our society to terrorize the voter 
into casting his ballot for the policies of the most selfish industrial forces in 
America for fear of the loss of jobs or the abandonment of communities and 
States by industry. 

At this point, I would like to submit for the record, a copy of an article printed 
in the Journal of Commerce, Tuesday, November 18, 1958, and written by one 
Clayton P. Fisher, Jr., who bears the curious title of consultant in business 
climate development for the General Electric Co. This article, as clearly as any 
I have seen, reveals the scope and dimensions and the true purpose of the nation- 
wide drive to halt social progress and to increase the pace of corporate political 
action. 

This campaign, launched by a number of huge, monopolistic corporations on a 
nationwide scale, and promoted vigorously by the NAM and chamber of com- 
merce, presents the frightening pecter of a mass blackmail effort aimed at the 
American voter. A clear and unmistakable attempt is being made to coerce the 
American citizen to cast his ballot “‘the recommended way” for fear of losing his 
job or seeing his community become a ghost town. 

From even a brief glance at the factors which, according to the General Elec- 
tric Co., are important in producing the ideal business climate desired, it is 
abundantly clear the drive is being carried on to extort special privileges for 
big business from citizens of industrial communities around the country. More- 
over, it is the obvious aim of this campaign of intimidation to intensify and to 
gain political advantage from the savage competition among States as it relates 
to such matters as the treatment of the unemployed worker and the injured or 
ill worker. By calling for a more favorable “tax and labor” attitude, the corpora- 
tions financing this campaign are seeking lower taxes on business and lower 
wages for workers—each of which would attack the living standards of the 
American people generally and provide a substantial addition to the already 
swollen profits of these giant corporations. 

It is clear from a reading of the article by the General Electric consultant on 
business climate development that all of the devices for creating pressure on 
legislators and community opinion will be employed: to gain the desired ends. 

One such device, a favorite of the propagandists, is the use of surveys which 
show what they want them to show. For example, the attached article contains 
the following: 

“Seriousness of the problem in New York State was pointed up in a recent 
survey of 1,400 member firms by Associated Industries of New York State. The 
survey revealed that only 10 percent of the respondents feel New York State has 
a good business climate. Forty-five percent rate it fair, while another 45 percent 
rate it poor to very bad. 

“Ninety-six percent indicate they think New York is a high-cost State, and that 
the cost of doing business here has increased out of proportion to other com- 
parable industrial States over the past 10 years. 

“Only 15 percent of the respondents believe that business gets a fair shake from 
State lawmakers. 

“The survey reported that only 21 percent of the respondents would pick New 
York State for a plant location if they were to start all over again. Sixty-one 
percent said they would not expand in New York State at the present time.” 

There are other propaganda devices used in the article. One such is the 
implied promise that if the objectives of the climate campaign are carried out, 
those communities will receive spectacular rewards, which naturally, it is as- 
serted, will be helpful to the community as a whole. 

Thus, we find that under a favorable business climate, basic industry is en- 
couraged to expand. Supporting firms and services can then do likewise with a 
multiplying effect on job opportunities and income for the community as a whole. 

It is impossible, I believe, to overstate the dangers that lurk behind this inno- 
cent-sounding slogan of a favorable business climate. The experience of the 
people of the State of Michigan should demonstrate the dire consequences that 
are wrought when such forces unloose their guns of distortion, division, and 
slander. In order to illustrate clearly that experience, it is necessary to direct 
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the attention of the subcommittee to the State of Indiana and relate it to the 
distressed-areas problem as it exists in that State. 

It is not my intention to imply that industrial distress in that State is more 
widespread than in other States, but merely to point out that Indiana, despite 
the glowing statements made about it in Michigan by the Republican Party, 
big business generally, and the press of the State, has not escaped the dev- 
astating economic forces at work throughout the Nation. At the present time 
in Indiana, four major and seven smaller labor market areas are listed in the 
“distressed” category by the Labor Department. Of this number, two major 
(Evansville and Terre Haute) and three minor (Michigan City-La Porte-Muncie, 
Richmond, and Vincennes) areas have had sufficient levels of unemployment 
for a long enough period to make them eligible for immediate assistance under 
terms of H.R. 3505. 

By putting the spotlight on these facts, it is my hope to lay to rest, once and 
for all, the politically motivated and widely circulated myth that Indiana, 
through application of mystical atmospheric forces beyond the powers of other 
States controlled by lesser men, is somehow able to create a utopian enclave 
for business in this mad and frenetic 20th century. 

For almost 2 years the people of Michigan have been subjected to an incessant 
drumfire of distorted figures, misshapen facts, and malicious propaganda which 
tells them their State is becoming—indeed has already become—an economic 
wasteland. The people of Michigan have been asked to swallow whole the 
fiction that industry (particularly heavy industry, with hundreds of millions 
of dollars tnvested in Michigan) is packing up its plants and fleeing pellmell 
to the gentle and soothing climate of Indiana. 

They are asked to believe that the Democratic Party and the labor movement 
of Michigan have somehow conspired to bring about this distressing condition, 
and that unless there is a decided change in that oft-referred-to business climate 
(a change it is suggested that can most easily be accomplished by voting straight 
Republican and by stopping further progress in needed social legislation) our 
proud State will end up as a modern Sahara. 

I want to make it abundantly clear at this point that in references to the 
Republican Party I am referring only to the controlling influences of the Re- 
publican Party in the State of Michigan, and my comments should not be mis- 
construed to include members of the Republican Party in other States or 
nationally. As a matter of fact, important members of the Republican Party 
in the U.S. House of Representatives voted for this measure the last time the 
matter was before the House and have promised their support for the bill this 
time, thus indicating clearly that they are aware of the depressed-areas problem 
as it exists nationally and that they are willing to meet their responsibility to 
the country by supporting a meaningful and constructive measure. It is re- 
grettable that the same sense of responsibility that motivates these prominent 
Republicans in the Federal Government has not been characteristic of the actions 
of the GOP in Michigan. 

While this propaganda concoction I have referred to is being ladled out, almost 
no mention is made of the true causes of the distressing unemployment and 
production problem that confronts Michigan and its citizens. While this makes 
the job of the propagandists a good deal simpler, it also makes the task of 
solving Michigan’s problems a good deal more difficult. 

People who are more concerned with the irresponsible peddling of political 
propaganda than they are with responsible, corrective economic action would 
have the people of Michigan believe that Indiana is thriving because of its 
Palm Beach political climate when in fact there are many cities in Indiana 
with the same problems that confront’ Michigan cities and for similar reasons. 

In addition to the five Indiana depressed areas mentioned above, there are 
two major and four smaller areas with unemployment greater than 6 percent 
of the total labor force. They are Fort Wayne, South Bend, Anderson, Colum- 
bus, Connersville, and New Castle. To read the newspapers of Michigan, how- 
ever, one would think that our neighboring State to the south is a veritable 
paradise, where industry is becoming, everyone is happily at work, taxes are 
practically nonexistent, and where seldom is heard a discouraging word. 


CHRYSLER FOLLOWS THE MARKET 


As a striking example of the duplicity involved in this smear campaign, 
consider the case of the Chrysler Corp.’s installation in Evansville, Ind., which 
the company is now shutting down permanently. Chrysler has for years main- 
tained a stamping and assembly plant in that city with the employment of about 
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5,500 workers. Some months ago the company announced it was closing out 
its Evansville production and transferring the operations to a new and modern 
plant outside of St. Louis. 

When this decision was made Indiana had a Republican Governor, 2 Repub- 
lican Senators, 10 of 11 Republican Congressmen, a State legislature both houses 
of which were controlled by the Republican Party, no corporate profits tax, no 
personal income tax, no business franchise tax, no business activities tax, and 
a right-to-work law. Yet Chrysler announced it was moving from this so-called 
ideal Indiana business climate to a State—Missouri—that had a Democratic 
Governor, 2 Democratic Senators, 10 out of 11 Democratic Congressmen, a 
legislature both houses of which were controlled by the Democrats, a corporation 
profits tax, a personal income tax, and no right-to-work law. 

The announcement of the move was reported in the newspapers of Detroit, 
but never to my knowledge were the facts comparing the political or tax cli- 
mates of the two States ever published by the commercial press in this city. 

This example, in which Chrysler is clearly following the market and at the 
same time washing out an obsolescent factory for a new, automated plant, points 
up better than any example that comes to mind, the absurdity of the claim 
that heavy industry flits about from State to State seeking some specially pre- 
pared political climate. 

I would like to emphasize at this point that it is not my intention to do injury 
to the proud State of Indiana. For the most part, the stories about this busi- 
ness haven have been manufactured and distributed in Michigan for the bene- 
fit of Michigan residents. Indiana, as is true with Michigan and every other 
industrial State, has vexing problems. It is important to remember that the 
economic problems facing Indiana, Michigan, Ohio, and other afflicted States will 
not respond to propaganda but only to rational and intelligent economic reme- 
dies. So far, the voices of doom have produced no prescriptions for the ills of 
Michigan other than the repeal of the 20th century. 

The net result of the malicious propaganda, of course, is a massivse smear of 
the State of Michigan, of its record of progress both human and industrial, and 
of its tremendous reservoir of skilled manpower and producttion know-how. The 
image of Michigan, the industrial colossus of America, and indeed, the arsenal of 
democracy has been stained by the irresponsible and demagogic forces behind 
this propaganda campaign. 

EFFECTS OF THE BIG LIE 


This drive, obviously designed to gain political and economic power for certain 
interests in Michigan, has actually produced another significant, and perhaps 
unlooked-for, result. The big lie about the industrial climate in Michigan has 
actually made more difficult the problem of attracting new industry to the State, 
since many manufacturers who might otherwise have located here have surely 
been scared away by the shrill voices of disaster. 

This has been attested to by William B. Sloan, coordinator of Detroit’s indus- 
trial and commercial development committee. Widespread publication of what 
Mr. Sloan called the big lie about Michigan’s economic climate, has, as he put it, 
hurt the State “unjustifiably and given the worst sort of ammunition to the more 
than 6,000 industrial developing groups through the country.” 

He cited a story printed in a Wisconsin paper which placed the blame for the 
recession on Detroit. “This,” he asserted, “is ridiculous. Detroit and Michigan 
are in the center of the greatest investment market of the Nation and it’s time 
we exploited that fact instead of tearing ourselves down.” 


SOME EXAMPLES OF THE SMEAR CAMPAIGN 


Three striking examples of the “smear Michigan” campaign that has been car- 
ried on can be found in the situations dealing with State taxes, the recent ruling 
by the Supreme Court of Michigan that gave unemployment compensation bene- 
fits to workers idle by reason of a strike in another State, and the distorted 
eurrency given Michigan’s financial plight around the country. 

Michigan, as is true of 33 other States in the Union, is in dire need of addi- 
tional revenues. Present estimates place the present deficit for the State at 
more than $100 million. The reasons for this are perfectly clear to everyone. 
The State has witnessed an unprecedented population expansion since the end 
of World War II. In fact, Michigan—next to California—is the fastest grow- 
ing industrial State in the Nation. In addition, the shrinkage in the automobile 
market with its consequences of widespread unemployment, lowered production, 
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and lessened business activity generally, has served to worsen the problem. 
These facts, as I have said, are well known. 

The Governor of Michigan, recognizing the needs of the State, has proposed 
the initiation of personal and corporate income taxes as the most equitable 
method of increasing revenues. In this, the Governor was adopting the major 
recommendations advanced by a special Citizens Advisory Committee on Michi- 
gan Taxes, a group composed predominantly of representatives of business. The 
Governor’s proposals were greeted with howls of protest, carefully contrived by 
the forces of reaction to leave the impression that such well recognized tax 
remedies were formulated by Karl Marx. 

Never—or almost never—does a citizen of Michigan read that 28 States have 
a graduated personal income tax or that 35 States have a corporate profits tax— 
and at rates comparable to those recommended for Michigan. In short, Governor 
Williams’ tax proposals, which represent an attempt by Michigan to catch up 
with the rest of the industrial parade, have been scorned, distorted, and derided 
as the work of subversive Marxian forces bent on undermining our system of free 
enterprise. 

The second example of distortion relates to a recent supreme court ruling in 
Michigan dealing with unemployment compensation benefits. In 1953, a UAW 
local union that represented workers at the Ford Motor Co. forge plant in Canton, 
Ohio, legally struck over a series of unsettled grievances at that plant, many of 
them involving health and safety. Asa result, many Ford workers in Michigan, 
whose plants depended on material supplied by the Canton installation, were 
idled. They filed for unemployment compensation benefits which were denied 
by a circuit court and by a ruling of the Michigan Employment Security Com- 
mission. The supreme court of the State overturned the ruling and the lower 
court decision, and held with the workers. 

All judges on the State supreme court regardless of political party and in- 
cluding the two dissenters were agreed on the crucial question upon which the 
decision turned—the proper meaning of “establishment” as it appears in the State 
unemployment compensation law. The dissenters refused to go along with the 
majority only because the employer-dominated, gerrymandered majority of 
the State legislature had not seen fit to enact legislation specifically rejecting 
an earlier decision of the court. 

Again, there was loosed a storm of propaganda that asserted, in unmistakable 
terms, that the highest tribunal of this State was controlled by the UAW and 
the so-called radical elements of the Democratic Party. Moreover, it was de- 
clared, such rulings were responsible for worsening that difficult to define but 
most important commodity, the “industrial climate” of Michigan. 

I am advised that qualified staff members of the Michigan Employment Securi- 
ty Commission concluded, after analysis of the various unemployment compensa- 
tion laws and relevant rulings, that 37 other States and Territories would pay 
benefits under the same circumstances as prevailed in Michigan during the 
strike at the Ford plant in Canton, and that only 3 would not. It was not pos- 
sible to form a conclusion, one way or the other, with respect to the remaining 
jurisdictions. 

Yet an attempt was made to create the impression that the Supreme Court in 
Michigan had evolved a revolutionary doctrine, one that would drive industry 
from the State; while the facts are that Michigan was only beginning to catch up 
with the vast majority of States in its treatment of unemployed workers. 

A great furor was also created by spokesmen for Ford Motor Co., who have 
announced their intention to appeal the decision to the U.S. Supreme Court. I 
have not seen any reference by any of these spokesmen to the fact that Ford—in 
other States—has been for years operating under precisely the same conditions 
they now so vociferously object to in Michigan. 

The third example deals with the publication—on a large scale—of the argu- 
ments offered by those who would, if necessary, destroy the good name of Michi- 
gan in an attempt to gain control over the reins of Government and to win 
economic advantage for special interest groups. 

On February 13, 1959, U.S. News & World Report published a story, beginning 
on page 49, entitled ‘A Welfare State Runs Into Trouble.” This story repeats 
all of the hackneyed and irresponsible charges that have issued from sources 
inside Michigan and constitutes in itself, a gigantic attack on our State. Asa 
direct result of this article, I have seen this past week, editorials from three 
newspapers condemning the Governor of Michigan and the UAW for allegedly 
bringing about this financial condition, in which each editorial specifically refers 
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to the story in U.S. News. Not one of these editorials mentions that in the same 
issue of the magazine, on page 112, there appears an article entitled : “State Taxes 
Going Up: Where and on What.” This account deals with the financial troubles 
now being encountered by almost every industrial State in the Nation, and lists 
as States that will increase taxes this year California, Ohio, New York, Rhode 
Island, Oregon, Pennsylvania, Arkansas, Maine, Texas, Vermont, and many 
others. As a matter of fact, the lead paragraph of this account asserts: “Put 
your finger on a map of the United States and odds are that you will find a State 
in serious financial difficulty.” 

To the article in U.S. News & World Report, add the column by one Carl L. 
Biemiller in the NAM News of February 27, 1959. This piece contains the same 
outrageous distortions as are found in the U.S. News article. 

Thus, the NAM which claims to be profoundly concerned over the need for 
better climates does not miss the opportunity to befog and becloud the climate 
in Michigan by spreading such scurrilous propaganda over the pages of its 
weekly publication. 

The Detroit Times, a conservative Hearst publication, has been moved to com- 
ment editorially on such vicious and destructive accounts. In an editorial of 
March 5, 1959, the Times commented: “The Detroit Times, a year ago, deplored 
what has become an orgy of self-degradation in Michigan. It started as a bit 
of political opportunism which proved a political flop. But it was taken up and 
shouted from housetops by publications which should have known better. It is 
harder to stop than it was to start.” 

I cite these only as examples of the depths to which certain political and 
economic forces are willing to reach in order to gain for themselves a special 
advantage at the expense of society at large. 

I would like to make it perfectly clear that big business has a perfect right 
in our free society to organize such campaigns and carry on such activities as 
we are witnessing in Michigan and elsewhere. But those of us who are inter- 
ested in facts and in problems and their solutions also have the right—indeed 
the responsibility—to set the record straight by exploding these carefully nur- 
tured myths. 

The problems and challenges facing America at home and abroad are far too 
serious to be used as partisan weapons for the sole purpose of selfish political 
or economic advantage. We are hopeful those responsible for such campaigns 
will cease their activities and join with the forces in America that are honestly 
trying to find solutions to what are, in reality, the common problems of America. 

Insofar as the UAW is concerned, we will continue to speak out in favor of 
positive and constructive programs which we feel will help not only the unem- 
ployed workers, the small businessmen, and the farmers of America—-but the 
whole of American society. American labor is desirous of cooperating with all 
groups that are seeking solutions to pressing economic problems for we under- 
stand that American labor can make progress only as the community and the 
Nation progress. 


PROBLEMS CONFRONTING MICHIGAN: THE FACTS 


In Michigan, where so much of our union is based, we have witnessed and 
suffered from a significant compounding of the negative factors that make for 
distress. Shifts in military technology caused a shrinkage of Michigan’s em- 
ployment in defense work from 219,000 jobs in 1953 to 30,000 in 1958. The 
national recession, coupled with refusal of the auto corporations to meet the 
clearly signaled demand of American consumers for smaller and more economical 
ears, caused domestic passenger car output to fall from 7,941,000 in 1955 to 
4,244,000 in 1958—a decline of 46.6 percent. Automation and other technological 
advances in the auto industry and in others as well have yearly eliminated tens 
of thousands of job opportunities. Decentralization of Michigan industry, to 
obtain better access to both growing markets and raw materials sources, has 
further swelled the ranks of the unemployed. Thousands of workers perma- 
nently lost their jobs as a result of the inability of Hudson and Packard to 
withstand the competition of the Big Three, and thousands more as a result of 
the integration of supplier corporations’ operations by the major car assemblers. 

The devastating effect of these factors is apparent in a wide variety of statis- 
tics of which I shall present only a few. 

Unemployment in Michigan has grown more than fivefold since 1953. In that 
year, an average of 79,000—2.7 percent of the labor force—were jobless. By 
1958 the number grew to 405,000 and the percentage to 13.8. During the same 
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period, unemployment in Detroit increased from 44,000 or 2.8 percent of the 
labor force, to 249,000 or 16.3 percent. In the average month of last year one 
out of every six Detroit workers was jobless. Grand Rapids, Flint, Mus- 
kegon, Monroe, Bay City, Port Huron, Iron Mountain—areas where, as in 
Detroit, severe unemployment has persisted long enough to qualify them for 
immediate aid under H.R. 3505—all suffered average unemployment of more 
than 12 percent last year. 

In 1958, about one worker in every four covered by the Michigan unemployment 
compensation law drew benefits at some time during the year. Close to 700,000 
workers drew benefits under the State law or under the Federal temporary 
unemployment compensation (TUC) program, or both, during 1958. 

Unemployment has tended to be unusually long in duration. In 1958, more 
than a quarter of a million workers were jobless until, and in most cases after, 
they had exhausted all their benefit rights under the regular State, veterans’ and 
Federal employees’ unemployment compensation programs. Of these, 107,000 
were unemployed so long that they became double exhaustees using up all their 
rights under both the regular and temporary unemployment compensation 
programs. 

These figures contrast with 91,000 who exhausted their rights under the 
regular program in 1956 when unemployment in Michigan was already more 
than 3 times as great as in 1953 and 1% times as great as in 1955. By the time 
temporary unemployment compensation expires on April 1 of this year, it is 
expected that about 145,000 workers will have exhausted all their benefits. 

Including those who were relatively fortunate in that they suffered only short- 
term layoffs resulting from model changeovers and similar factors, the average 
duration of benefit payments under Michigan’s unemployment compensation law 
last year was 17.73 weeks. The average duration of benefits ander the TUC 
program in Michigan was 8.91 weeks. It must be remembered that TUC benefits 
were available only to workers who had already exhausted their State benefits. 
Average duration of actual unemployment, of course, was much longer since 
tens of thousands of workers remained jobless long after exhausting all their 
benefit rights under both programs. 

More than 9 million weeks of unemployment were compensated under the 
regular State program during 1958 and an additional more than 154 million weeks 
under TUC. Benefit payments under the two programs combined approached 
$400 million. 

In Detroit, exhaustions under the regular unemployment compensation pro- 
grams last year numbered 147,000 compared to 56,000 in 1956. Nearly 66,000 
Detroit workers were double exhaustees in 1958. 

Gaps in the coverage of the State’s unemployment compensation law, re- 
strictive eligibility requirements, harsh disqualification provisions, and previous 
unemployment that deprived many workers of the opportunity to accumulate 
sufficient wage credits to qualify for benefits combined to make the unemployment 
compensation statistics an inadequate refiection of the actual extent and severity 
of unemployment in the State. Jobless workers unable to draw benefits for the 
reasons stated were compelled in large numbers to seek public welfare. As 
workers eligible for unemployment compensation exhausted their benefit rights 
they further swelled the welfare rolls. As of January 1959, 16,000 families or 
about 66,000 persons were receiving welfare aid in Detroit, and a total of 48,000 
families with 181,000 individuals were receiving welfare aid in the State. Even 
before the impact of extended unemployment was felt early in 1958, land contract 
foreclosures were running at a rate of over 3,000 per year, 50 percent higher 
than in 1956 or 1957. 

Detroit has already exhausted all welfare funds available to it out of its own 
revenues and its welfare burden for the remainder of this fiscal year will be 
borne by the State government. This growing welfare burden is one of the 
factors which has brought on a crisis in the State’s finances, forcing it to call 
upon business for advance payment of taxes in order to meet payrolls and other 
immediate financial obligations. 

The Detroit Department of Public Welfare reveals also that while 60,518 per- 
sons received surplus food in August 1957, when the recession started, that 
humber had grown to 209,474 in December 1958, 

During the first half of this fiscal year foods donated to the State program 
were used by 377,293 schoolchildren taking part in school-lunch programs and 
by 63,706 persons in charitable institutions. In addition, they were being dis- 
tributed, at the end of the period, to 533,918 needy persons. This was an increase 
of 63,914 over the number at the end of June 1958, an increase of 371,463 over 
the same time last year, and the highest for any month since 1942. 
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No statistics, however, can reveal the human costs of unemployment nor can 
words adequately describe what happens to workers and their families when 
layoffs stretch from weeks to months to years and there are no jobs in sight. 

In Dctroit’s case, based upon the outlook for car production this year, average 
unemployment for the remainder of this year is unlikely to recede significantly 
from present levels. It may well increase. Even if, in the years ahead, car 
output should return to the peak levels of the past, the toll of job opportunities 
in the area taken by automation, decentralization, the decline of defense pro- 
duction, and the demise of car producers and parts suppliers formerly in opera- 
tion in Detroit will leave unemployment at intolerably high levels. 


THE ADDITIONAL EFFECTS OF THE RECESSION 


It has been said when the national economy sneezes, Michigan catches pneu- 
monia. The terrible truth of this aphorism has been brought home to 
residents of the State during the recent recession more sharply perhaps than 
at any time in Michigan’s history. The impact of the 1958 recession is still 
felt—and will be felt for some time in Michigan, captive as it is to the vagaries 
of the auto market. But again, it is important to point out that the recession 
only accentuated and made more crushing the burden borne by communities in 
Michigan and elsewhere which, for reasons enumerated above, have been suffer- 
ing from chronic, hard-core unemployment for many months. 

Industries move out of these communities because their needs have changed. 
But new industries, when they move into Michigan, cannot locate in the estab- 
lished industrial areas because the plant and facilities, as they are presently 
organized, do not meet their needs. So idleness and decay take over while 
entire new communities have to be built in other locations. The huge invest- 
ments in roads, schools, water supply systems, sewers, and other facilities have 
to be duplicated. In the process, and most importantly, a large number of 
people are marooned, with the means of earning a decent living gone. 


NO REAL ALTERNATIVE TO REDEVELOPMENT 


The problem is not new. In 1956, the U.S. Library of Congress published a 
study of the distressed areas which listed 23 major and 65 smaller labor market 
areas, distressed at that time. Cities in 23 States were listed. The industries 
shown in the list began, alphabetically, with apparel and ended with wool 
earpets. It included automobiles, radio-television, lumber, machinery, min- 
ing, and a host of others. 

Since 1956, the list of distressed areas is longer, and the number unemployed 
is greater. Additional industries must now be added to the list as well as 
additional labor market areas. 

The persistence and spread of industrial blight shows that there is no remedy 
but redevelopment, and that redevelopment is generally beyond the power of the 
communities affected if they must rely entirely on their own resources. 

Delay leads to desperation, and desperation often gives rise to a host of other 
suggestions for solution of the problem. Some proposed remedies are worse than 
the disease. Others are inadequate, irrelevant, or impractical. 

For example, it is often proposed that workers move when their jobs fold up. 
Those who advance this proposal are either impractical or calloused, more cal- 
loused than they realize, perhaps. They ignore the fact that workers have 
family ties and roots in the community formed over long years of residence and 
participation in church and community activities. They ignore the problems of 
adjustment that children face when they are pulled out of school in one com- 
munity and moved to another. They prefer to overlook the investment of work- 
ers in their homes and the fact that, if they move, they will be compelled to sell 
those homes in the depressed market of a blighted community and to buy in the 
inflated market of an expanding community. They close their eyes to the 
waste of community investment in public facilities of all kinds that would 
become surplus if the local population were to be reduced by the movement of 
unemployed workers. They forget that local retail and service business as 
well as professional men and women depend for their own prosperity upon the 
workers who are urged to move. To undermine the local economic base by de- 
creasing population would serve only to aggravate and accelerate the tendency 
for blight to feed upon itself. 

To argue that workers should relocate leaves the basic problem unsolved. 
It is redevelopment and regeneration, not abandonment, that is required. EHco- 
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nomically, American cannot afford and does not want dead spots in its cities 
or rural slums in its farm areas. 

Much has been said about providing defense contracts to distressed areas on 
a preferential basis, but unfortunately much more has been said than done. 
Again, Detroit and Michigan may be used as examples. How much have Detroit 
and Michigan actually received in the way of defense contracts allocated to the 
city and State because of unemployment? 

The Department of Defense reports that in fiscal 1956, a grand total of $79,000 
in defense contracts was placed in the city of Detroit as a result of its designa- 
tion as a surplus labor market area. In fiscal 1957, the net value of such set- 
aside procurement placed in Detroit amounted to $2,797,000. In the same year, 
the city of Muskegon received contracts totaling $42,000 on that basis. 

In the first three quarters of fiscal 1958, Detroit received $1,425,000. Flint 
received $90,000; Muskegon, $188,000; Monroe, $48,000, and Grand Rapids, 
$31,000. 

It is obvious contracts in these amounts are so tiny as to be almost totally 
meaningless to the welfare of these stricken communities. This is shown by 
breaking down the effect of these amounts on joblessness. 

Take the peak of the three periods cited—fiscal 1957, when a total of $2,797,000 
worth of defense contracts was placed in Detroit. If we assume, generously, 
that roughly one-quarter of this amount would be payable in wages, we find that 
of the total amount, about $700,000 would be available as wages to workers 
employed on the contracts. Assuming the average annual wage per worker is 
$5,000, this contract would thus provide a year’s work to a total of no more than 
140 persons. 

To believe that in a city with unemployment hovering near the 200,000 mark 
the placement of defense contracts of the size noted above would be of any 
genuine help is, of course, ridiculous. 


EFFORTS AT THE LOCAL LEVEL 


Officials from a number of States which face redevelopment problems have 
testified before the Senate committee and your House Banking and Currency 
Subcommittee. You have also heard from mayors who are familiar with the 
problem and who are doing what they can to solve it. I know from my own 
observation that cities and States have not been sitting idly by, waiting for 
the Federal Government to bail them out. 

Private and community groups are also at work. For example, in Detroit, the 
UAW has participated in the creation of the east side development committee, 
which represents neighborhood merchants and other small businesses as'well as 
neighborhood groups and organizations. The committee cooperates with the city’s 
economic development committee, appointed by the mayor. This committee 
works to publicize the economic advantages of locating in Detroit, to develop 
a systematic program for finding industrial prospects and to coordinate the work 
of public and private agencies in whatever activities will foster the industrial 
redevelopment of the area. 

The citizens’ redevelopment committee, initiated by the UAW, which later was 
converted into the citizens’ redevelopment corporation, has worked successfully to 
develop housing in the east side of Detroit—the so-called Gratiot-Orleans area. 

A recent addition to the groups working for economic redevelopment in Detroit 
is the Metropolitan Research Bureau, financed jointly by UAW local unions in 
the area, which maximizes the assistance that our organization can give the com- 
munity and city agencies at work on this problem. 

The UAW also helped set up a task force composed in large part of mayors and 
other officials of communities dependent on agricultural implement production, 
which were stricken by the sharp and prolonged decline in the sales of farm 
equipment. These communities face the need of rehabilitating their local econo- 
mies—a need which can be met only by a long-term, coordinated Federal re- 
development program. 

As a union, we have cooperated in whatever way we could in local redevelop- 
ment plans, in presenting the problems of unemployment to Congress and State 
legislatures. We have participated in developing community self-assistance pro- 
grams to deal with the problems of providing food for families, meeting rent and 
housing payments, paying medical and hospital bills. These are the problems 
people encounter when they are out of work, or when wages are depressed by 
Se workweeks or through the substitution of a low-paying job for normal em- 

oyment. 
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UAW’S “PUT AMERICA BACK TO WORK” PROGRAM 


On February 11, 1959, the international executive board of the UAW formulated 

a far-reaching program to help put America back to work. The plan, as outlined 
by the board, was designated to attack the problem of unemployment with the 
twin aims of meeting the immediate needs of the unemployed and of getting im- 
plementation of a long-range program to provide and maintain full employment. 
While the first aim of the program is to provide for the compelling human 
needs of the families who are directly affected, the second deals largely with 
legislative action by the Federal Government and the several States. The first 
priority in the program has been assigned to the measure your committee is now 

considering, H.R. 3505. 
If the bill were to be enacted tomorrow and signed immediately by the Presi- 
-dent—not vetoed by him as in 1958—it would revive hope. But it would take 
many months before its practical effects could begin to be felt. Meanwhile, the 
unemployed will still be with us and increasing numbers will be exhausting their 
unemployment compensation benefits. 


HELP NEEDED NOW FOR THE UNEMPLOYED 


While action to tide them over may not be the immediate subject of these hear- 
ings, it is a matter that no compassionate and responsible citizen can ignore. 
The suggestion has been made that this problem can be met through extension 
of the Temporary Unemployment Compensation Act passed last year and sched- 
uled to expire this coming April 1. I should like to bring to the attention of the 
members of this committee and of all other Members of both Houses of Congress 
that simple extension of temporary unemployment compensation will fall far 
short of meeting the problems that have given rise to the suggestion. 

Extension of the present temporary unemployment compensation program will 
do nothing for those who have already exhausted their rights under the program 
and who have not accumulated sufficient wage or employment credits to resume 
drawing benefits under the regular State unemployment compensation programs. 

It is estimated that 145,000 Michigan workers, for example, will have exhausted 
their temporary unemployment compensation rights by April 1. More than two- 
thirds of them, from available indications, have not been reemployed at all or 
have not had sufficient work to be entitled to regular benefits when their new 
benefit years would otherwise begin. They can receive temporary unemployment 
compensation, as the law is now written, only if they have been entitled to and 
have exhausted their regular State benefit rights. If they are not entitled to 
State benefits, as most of them evidently are not, they will not be eligible for 
temporary unemployment compensation. 

Some action at the Federal level is obviously imperative to provide these un- 
employed workers with unemployment benefits. Such benefits must be provided 
not only for the sake of these workers and their families but also in order to 
avoid the growth to crushing proportions of the welfare burdens now borne by 
communities that are already in desperate straits financially. 

This problem cannot be met by mere extension of the temporary unemployment 
compensation program but only by an improved program which will provide a 
substantial number of additional weeks of benefits to all involuntarily unem- 
ployed workers regularly attached to the labor market whether or not they have 
previously drawn or exhausted State or temporary unemployment compensation 
benefits. Nothing less will meet the problem of those whom the recession or 
restrictions in the coverage and eligibility provisions of the State laws have 
deprived of the opportunity to accumulate sufficient employment or wage credits 
to qualify for State benefits or for temporary unemployment compensation 
benefits under the present law. We must not delude either ourselves or the un- 
employed into believing that mere extension of temporary unemployment com- 
pensation will meet the problem. 


SPACE AS A PROBLEM 


One major problem that has defied solution at the local level involves provision 
of sufficient space for the location of modern industry. 

The overall space problem in an older area can be seen from the fact that 8 
out of 10 plants recently constructed in this country cover 35 percent or less of 
their sites, while the typical plant in an older area covers most of the site it 
occupies. ‘In Detroit, for example, 65 percent of the manufacturing plants cover 
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half or more of their sites, according to the 1956 industrial study of the Detroit 
City Plan Commission. 

Yet industry is eager to locate in the Detroit area. One large contractor who 
has built 25 plants outside the Detroit city limits has reported that the principal 
reason these plants were not constructed in the city was the lack of adequate 
building sites. The plants needed sites ranging from 50 to 290 acres. Sites of 
such were simply not to be had inside the city limits. 

Detroit’s industrial coordinator reported a short time ago that his office was 
engaged in negotiations with 18 firms from outside the State of Michigan who 
want plant sites in Detroit. The plants would represent a number of different 
industries to help to diversify the industrial base of the area, which is today all 
too dependent on the erratically fluctuating automobile industry. Fifteen of 
these were unable to find appropriate sites; for some of them, sites may become 
available when existing land clearance plans in Detroit are completed, but the 
areas to be cleared could, I am told, be filled five times over. Interest in Detroit 
as a possible location had been expressed by 615 firms which, however, had to be 
told that there was no land available. 

There is no solution in sight for the financial problems involved in clearing 
and making space available other than the provisions of H.R. 3505. 


THE BRIGHT SPOTS IN MICHIGAN 


It must be emphasized that the picture for Detroit and Michigan, while grim, 
has its bright spots. For example, in the past 2 years alone, many new plants 
have opened in Michigan. The Big Three of the auto industry, since 1947, have 
constructed or purchased 97 plants—and of this number, 42 are located in 
Michigan. 

Great Lakes Steel Corp. recently announced a $100 million expansion program 
just outside Detroit. In one day last week, two firms announced plans to ex- 
pand their present facilities while another, the Brunswick-Balke-Collender Co., 
revealed it would begin construction on a new plant in the State which, according 
to newspaper reports, will provide an annual payroll of $14 million. The ex- 
pansion programs of the two companies—Ford Motor Co. and the Michigan 
Consolidated Gas Co.—involve a total investment of $69 million in Michigan. 

All of these facts indicate clearly that Michigan is a good place to do business. 
It has an abundance of water, transportation facilities, skilied manpower and the 
highly organized services necessary for major industry. What is needed in 
Michigan and in other States similarly affected is help of a kind and size that 
can be supplied only by the Federal Government. The picture in Michigan is 
not one of inertia, of life and vitality gone from an area. It is rather one of a 
region trying to deal with a problem of tremendous dimensions, one not of its 
own making and one with which it needs help. 

The record amassed before your committee and the Senate Banking and Cur- 
rency Committee in the repeated hearings shows that similar activity is under- 
way in State after State where this problem exists. The assistance that would 
be provided by the Spence bill would not only regenerate the affected areas of 
these States, it would enrich the Nation, add to its basic assets, and increase its 
productive power. 

We are aware of the fact that Congress has tried to do its share. In the 84th 
Congress, this committee reported out a bill which unfortunately did not reach 
the floor of the House even though the Senate had already adopted a distressed 
areas bill. Last year, the House of Representatives joined the Senate in passing 
the Douglas-Payne area redevelopment bill. That bill, very much like the one 
here being considered, was adopted by: both Houses by substantial margins after 
thorough hearings and exploratory debate. Unfortunately, President Eisen- 
hower failed to recognize the wisdom of the work Congress had done. In spite 
of the time and thought that went into the consideration of the Douglas-Payne 
bill last year, the President vetoed it. 

The basic intent of H.R. 3505 is to help private industry, with the assistance 
of the State and local agencies, to create jobs in eligible distressed areas. It 
would accomplish this by making loans for the purpose of rehabilitating existing 
tnused plant and facilities where this is possible or for creating new productive 
facilities where necessary. . 

This bill has been carefully and thoughtfully put together. While the basic 
format of the bill has been maintained over the years that it has been before Con- 
gress, some changes have been made as the hearings have revealed better ways 
of dealing with the problem. 
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It is clear, however, that the bill provides only the minimum amount of money 
that is required. We would prefer to see the amounts of money provided for 
loan purposes increased markedly. 

In particular we question the adequacy of the funds the bill provides for sub- 
sistence payments to workers being retrained. We believe that Congress should 
authorize whatever money is required to pay the worker for the full period of his 
retraining; the 13-week maximum sets an arbitrary limit which may have ab- 
solutely no relationship to the retraining that is needed. The new skills which 
would be created by this retraining would repay the country many times over 
for whatever investment is made. 

Those who oppose the bill generally argue that: (a) the bill is not needed, and 
(b) the amount of money available is too small to do any good. 

As is often the case, the arguments of those who oppose a positive proposal 
cancel themselves out. It cannot be true at the same time that $300 million is 
too small, but that the $50 million proposed by the administration is enough. 
It canont be true at the same time that no action is needed, and that the adminis- 
tration bill ought to be adopted as better than H.R. 3505. Yet this is the kind of 
reasoning that those who oppose the bill would have us accept. 


TWO BILLS: A COMPARISON 


The administration has its own redevelopment proposal. There is no need 
for me to discuss in detail the differences between H.R. 3505 and the administra- 
tion’s bill (H.R. 4278) introduced by Congressman Kilburn (by request). The 
members of this committee are fully familiar with both bills and well aware of 
the vast differences between them. 

The essential difference is that H.R. 3505 is a carefully designed measure aimed 
at making at least a significant beginning at eliminating industrial blight and 
reviving the economies of depressed areas, while the administration’s bill is 
clearly a reluctant and largely idle gesture. It seems to accept a degree of 
Federal responsibility for aid in area redevelopment, but largely rejects prac- 
tical implementation of that responsibility. It holds out promises and raises 
hopes that it cannot fulfill. The $50 million it proposes for loans in urban areas 
is grossly inadequate; the conditions under which finances would be made avail- 
able are severely restrictive. 

In the face of an obvious and undeniable need for grants as well as loans for 
public facilities, it offers only loans and then under conditions that would likely 
bar their use where they may be most needed. 

The administration’s bill does little more than pretend to deal with, and pro- 
vides no loan or grant fund to assist in, the redevelopment of rural areas suffering 
from low levels of family incomes and persistent unemployment or under- 
employment. 

In addition, the administration measure would turn the responsibility for 
implementing the program over to the Department of Commerce which is no- 
toriously hostile to the bill’s avowed objectives and which openly represents in 
the Cabinet the very elements who are violently opposed to any Federal action 
whatsoever in the field of area redevelopment. 

Although the provisions of H.R. 3505 for subsistence grants to jobless workers 
undergoing retraining are, in my judgment, insufficient, this bill recognizes that 
such workers must eat while retraining. The administration’s bill reduces to 
a mockery the retraining which it purports to offer by making no provision 
whatsoever for such subsistence payments. 


AREA REDEVELOPMENT—A BIPARTISAN EFFORT 


We want to pay our respect to the Congressmen from both political parties 
who have joined to sponsor H.R. 3505 this year. Congressman Spence and 
the many who have worked with him deserve recognition for the work they 
have done over so many years to bring the importance of this bill home to the 
American people. The vote in both Houses of Congress last year showed that 
this is not a partisan issue. The unemployed in the distressed areas of America 
seek no partisan favors and offer no partisan rewards for the help they ask in 
this case. 
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They want and deserve action. It is our hope that the bill we are here dis- 
cussing—H.R. 3505—will get sufficient support from Senators and Congressmen 
of good will in both parties so that it will be passed and with sufficient ma- 
jorities in both Houses to assure that it will become law in the very near 
future—even should it receive a Presidential veto. 

The provisions of the bill have been discussed before this committee and its 
various subcommittees many times. Except for the minor changes which 
appear in this bill as compared with the bill considered last year, these pro- 
visions have been discussed and specifically endorsed before by spokesmen for the 
UAW—once by Vice President Pat Greathouse, who is also director of our agri- 
cultural implement department, and twice by myself—once before the full com- 
mittee of which this subcommittee is a part, and again just last week before 
a subcommittee of the Senate Banking and Currency Committee. 

I want to thank this committee for this opportunity to appear before it. We 
urge that as soon as possible this bill be given a high priority so that it may be 
passed quickly and with sufficient support to impress on the President the im- 
portance of the work which we will be able to undertake when the bill becomes 
law. 

In this hour of economic difficulty at home and increasing responsibility in the 
world, getting America back to work must be first in our list of national priorities. 

H.R. 3505 is an important and necessary step in this direction. 


SUPPLEMENTARY STATEMENT OF WALTER P. REUTHER, PRESIDENT, INDUSTRIAL 
UNION DEPARTMENT, AFL-CIO anp THE UAW 


Since my statement in support of the Spence bill was prepared, the Senate 
Banking and Currency Committee has reported out a modified version of the 
Senate companion bill (S. 722). 

The revised Senate bill represents a compromise with the restrictive admin- 
istration bill with respect to the criteria to be used in identifying “industrial 
redevelopment areas.” 

As a result of the revision of S. 722 by the Senate Banking and Currency 
Committee, you now have before you three sets of criteria for the identification 
of industrial redevelopment areas, those in the Spence bill, the revised set em- 
bodied in S. 722 and the criteria advanced in the administration bill. 

The effect of these criteria has been evaluated by the Area Employment Ex- 
pansion Committee for the major labor market areas (table 1). This group 
reports that as of now, 25 of the 149 major labor market areas would be eligible 
for aid under provisions of the Spence bill; 21 under the revised Senate Com- 
mittee bill and only 16 under the administration bill. 

The administration and Senate Committee bills are restrictive with respect 
not only to areas currently eligible but they also would severely limit the num- 
ber of areas which would become eligible in the near future if such areas con- 
tinue to suffer from substantial unemployment. 

Assuming that present unemployment conditions persist, the Area Employ- 
ment Expansion Committee has made the following projections with respect to 
each of the three measures: 

Under the Spence bill, 48 areas would become eligible in 1959, in addition to 
the 25 currently eligible, for a total of 73. 

The revised Senate bill would, during 1959, add no areas to the 21 currently 
eligible. In 1960, three areas would be added and an additional nine areas 
would become eligible in 1961. Projections for this bill cannot be made beyond 
1961 for obvious reasons. 
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The administration measure would add no areas during 1959 to the 16 areas 
it would make currently eligible. It would add three in 1960; four in 1961, and 
nine in 1962. Projections for this bill cannot be made beyond 1962. 

We are fully aware that some of the Senators who supported the modifica- 
tion of S. 722 are every bit as devoted as we are to the cause of area redevelop- 
ment. Nevertheless, we seriously question the wisdom of the change. We con- 
sider it unnecessarily and even dangerously restrictive. 

The effect of the revised criteria is to require that when national unemploy- 
ment is serious, local unemployment must approach catastrophic proportions 
before redevelopment aid will be made available. 

Under Secretary of Commerce Mueller, in testifying before the Senate Bank- 
ing and Currency Committee in behalf of the administration’s bill, unintention- 
aliy underlined the dangers inherent in qualifying criteria related to national 
levels of unemployment. In support of the administration criteria (which are 
the same in principle although more stringent than the new criteria adopted by 
the Senate Banking and Currency Committee), he argued that they are set up 
to be adaptable “to meet whatever labor market situation may be prevalent 
when concepts as to what constitutes a normal rate of unemployment may be 
significantly different from those of today.” 

This means in effect that the further we depart from fulfillment of the na- 
tional commitment made under the Employment Act of 1946 to maintain maxi- 
mum employment, the more serious must be the situation at the local level before 
redevelopment aid will be forthcoming. 

We are seriously disturbed by the past and present failures of the administra- 
tion to carry out its responsibilities under the employment act. Mr. Mueller’s 
statement seems to us to suggest that the administration is prepared to accept 
as normal in the future an even higher level of unemployment than it com- 
placently accepts today. 

The tacit assumption of the criteria in the administration bill and to a lesser 
extent in the revised Senate bill, is negative and defeatist. 

Both the administration and the Senate committee bills implicitly assume 
continuing high levels of unemployment nationally. Were one to accept this 
grim premise, it would follow that unemployment in many communities would 
be lifted above the level that would qualify them for aid under the Spence bill, 
even. though their difficulties arose from national, rather than local causes. 

The assumption of continuing high levels of unemployment nationally must 
be rejected as incompatible with the national commitment made under the 
Employment Act of 1946. Once this assumption is rejected, it becomes clear 
that the criteria of the Spence bill are reasonable, adequate, and sound. They 
are entirely sufficient to assure that communities will not qualify for redevelop- 
ment aid based on temporary increases in local employment resulting solely 
from recessions in the national economy. 

The minimum unemployment rate required to qualify under the Spence bill’s 
criteria is 6 percent. This is at least twice as high as the full employment level 
of fractional unemployment. Persistence of a rate of 6 percent or more for 18 
of the preceding 24 months, as required by the Spence bill, is ample evidence of 
structural defects in the local economy calling for redevelbpment aid. 

Similarly, persistence of unemployment of 9 percent or more during 15 of the 
preceding 18 months, or 12 percent for at least 12 months, are also clear signals 
of structural defects in the local economies involved. Unemployment in in- 
dividual communities could not conceivably persist at these levels for such 
lengthy periods solely as a result of national recession unless the Federal Gov- 
ernment were to run out completely on its commitment under the employment 
act. 
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Moreover, the Spence bill contains adequate safeguards against diversion of 
area redevelopment funds to communities where such aid is not required by the 
specific conditions of the local economies. First, there is a provision that loans 
and grants must be preceded by an economic study. Secondly, there must be 
approval by State and Federal authorities. Finally, there must be local par- 
ticipation in the program. 
ment aid may be too long delayed. A sound principle in the reconstruction of 

The danger under the criteria of the revised Senate bill is that the redevelop- 
local economies is to begin corrective action as soon as structural deficiencies 
are perceived. The earlier action is undertaken, the lower will be the ultimate 
public and private cost. If distress is permitted to continue beyond the point 
where the need for aid is clearly evident, suffering will be needlessly prolonged, 
and continued deterioration of the local economy will increase the outlays re- 
quired to correct its structural deficiencies. 

For these sound reasons, we urge your committee support the criteria set forth 
in the Spence bill for the designation of redevelopment areas. 


PREVENTIVE AID NEEDED 


The present bills would confine aid to distressed industrial communities and 
underdeveloped rural areas. We recognize that it is fundamentally sound to 
limit facilities grants and loans to those areas which have met reasonable 
criteria for designation as “industrial or rural redevelopment areas.” But 
problems of economic adjustment exist in communities other than those in which 
distress has become chronic and so advanced as to warrant emergency help for 
their redevelopment. It is therefore proper to encourage all areas which have 
had substantial levels of unemployment to reexamine their economies in order 
to determine what future lines of action they might take to assure continuing 
growth and prosperity. 

The administration bill would provide funds for technical assistance to de- 
crease the economic vulnerability of one-industry towns even though they may 
not be afflicted by serious unemployment at the time. We believe this to be 
sound. Similar consideration should, we believe, be given to all communities 
which, though affected by substantial unemployment, do not qualify for desig- 
nation as redevelopment areas. We urge that funds be allocated to such com- 
munities on a matching basis to make economic surveys of a nature approved 
by the administrator and to prepare programs for long-term economic growth 
and prosperity. 

The early availability of such assistance would, among other things, enable 
such communities to make effective use without undue delay of redevelopment 
aid in the form of loans and grants, should unemployment persist long enough 
to qualify these areas for designation as “redevelopment areas.” 

Thus early technical assistance to such communities would serve both as 
preventive aid, avoiding the need for redevelopment assistance in some cases, 
and as a means of facilitating the quick and effective use of redevelopment agssist- 
ance should it become necessary. 











564 


AREA REDEVELOPMENT ACT 


Tas_e I.—Major areas of “substantial. labor surplus’ March 1959 by status 


of current eligibility and earliest date of future eligibility under 


8S. 722, and committee 8. 722 


S. 1064, 


















































Status of current eligibility Earliest date of future eligibility 
Labor market areas 
Com- Com- 
S. 1064 8. 722 mittee 8. 1064 8. 722 mittee 
8. 722 8. 722 
ALABAMA 
Birm BR di aecceiiatibitis ibis inrcsdgbersndeseleccovantns e July 1059_......... (2) 
Rc, tad cue ouaibeblenectcucedltecndgiibest<necusnees Q petunia: 1959__. (?) 
CONNECTICUT 
ELSE TE TS EN RG: MTR ALS OUP 1962 11°1050_........ 1961 
EES ES EEE SS eS ER 1962 h. re 1961 
NS og nceccncasemndea ann sigbeidenanhdepl edn dincwe (}) August 1959_.._._ (2) 
ERE SSS" RE ERNE S SRT 1962 July 1959.......... 1961 
ILLINOIS 
gin acwakeussctbainn I titasacuncPinieasdscdidwiccucces! (‘) een 1959__.- (?) 
RS Se ON OE FC Te, Sees @) | July 1959.......... (2) 
INDIANA 
NG oo ok db nccceSocccane x x x n (?) 
ERTS 2 STR S SEDER SPREE eee SNORE ( July 1959.......... (2) 
EL, .. si nasinnotniocmeiondt Spe ay RR x je | ee See *: (2) 
RN SEU. cinco estnsancuel x x x OD. Masta ckceninboemanal (2) 
KENTUCKY 
EE a inn cekcudsebedibeclamitndsadbeciscmunlacdcnweee (!) May 1959__......- (2) 
AINE 
ict ie lealibaderelonnentinesIwsocuieees|oupbonahet . eee OR PE x Entice wciie (3) 
MARYLAND 
Sd. te diiaien sie aise acdpraakinetparecdaeinilansnseoree (!) July 1959.........- (?) 
MASSACHUSETTS 
(?) 
x pA x 8 
x eo x @ 
Low eil x x x ) (?) 
Sian Haig SR CS ath BE oer eer 8 
— I i Ne a I i tt OO, «Been WS Ct cd cibbinne 
ores eee SO OS RST: See eS Ce ater | Ee 3 
MICHIGAN 
Battle Creek S (2) 
Detroit Q (2) 
Te ADS 1960 (*) 
Grand Rapids-_ 1961 1960 
() (?) 
Muskegon (1) (?) 
Saginaw (@) September 1959_-_- () 
NG ids danuns ec binmwainoddlvceieunennibnedanines 1962 July 1959....... ---| 1961 
MISSOURI 
CN i acid ead sean nenlonensosnes ty cenenahee (1) September 1959_._. (?) 
RCE b Ah coddhonkbnekulnnccnsenksl-esscerceulsseucuition () July 1959.......... (?) 
NEW JERSEY 
o>) ° Bhedudiesedepamounk (?) 
() June 1959_......... tS 
| ley RES: ” eae @ 
{SRS eS ) 
eo facene DRS cbivckacsad 2) 
See footnotes at end of table. sesonschliinasediall 
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TABLE I.—Major areas of “substantial labor surplus” March 1959 by status 
of current eligibility and earliest daie of future eligibility under 8. 1064, 
8. 722, and committee 8S. 722—Continued 


















Status of current eligibility Earliest date of future eligibility 
Labor market areas 
Com- Com- 
8. 1064 8. 722 mittee S. 1064 8. 722 mittee 
8. 722 8. 722 
NEW YORK 
Albany-Schenectady-Troy-.-__..|........-.].----.---.]---------- () July 1959__._...... () 
B "Se eee Ras | ens Ree () November 1959___- () 
Buffalo... -| 1962 July 1959_- 1961 
New York. add |. Aas do....- () 
en bead Uli tintamoswnenalbedseewintll pei kd iCus woe ome OO) Hotes do-.--- (?) 
SR ES. CE SNe S ay, Se eee UO « Miidewscccncactniintas 1961 
NORTH CAROLINA 
EE rane Sean x x = EEE eee () 
SR ickcnngekachinsiddddpus bensenhbben |, iwandouss WON Babi iectcdcmdendneve 1961 
OHIO 
SNA nccdodaneondnsdneassdeat tthe shbetedekiekubdlsoniniae (') May 1959_........ (?) 
SN SRS a See x GAY teen ad DE () 
Rs, RENEE Led VER ee () July 1959_.......-. (2) 
PTTL. .cninncatnecadhusuntvecasksibedtadsahiatnnatanuned 1962 |_.--- Yaa 1961 
OREGON 
aio kis Sacnnennsasaupeetscbtunscdbisdinsavaneeieduaad @) “Bad Diicdccctedess (?) 
PENNSYLVANIA 
Allentown-Bethlehem-Easton_-.|_._.......]-.-...-...]---------- > ED i cnditecdcil () 
ESE, eae eee x x x Sy OSS aT (?) 
RE SET Re, SRS 5: A > rege steer BOE: 5 Shinde di digcsutinend 1960 
ih io instr awsadelead x x x e atl Se Serbs. () 
NEE EERE PARTE. SESE S, - RIES ae: 0 July 1959_........- () 
eee BSI ee. MRL , MARRY: 1962 April 1959__..._... 1961 
EE SET ae SEE Se APS (4) uly 1959_........- () 
| RS a ES Sl x x a ni, CREST ERS ni SEE Rs (?) 
Wilkes-Barre-Hazleton..........| X x x (tl) RE. (2) 
ES REA SS, at ere eee () July 1950_......... () 
RHODE ISLAND 
Providence. ................---- x x x Re Maen pL WALDO eee () 
TENNESSEE 
NN noo nce dite Pobecu cheese es ne tas el, SREY Oo () 
SR eRe x x dike, EPP NR S ea (?) 
ER ER EE RE RE (‘) July 1959_........- () 
TEXAS 
meeumont-Port Arthur. ........] co on fone c seen cf cece suse. O° Bs pF ee @) 
TTL: 6 ccuccccuctucceglechemudebulsaeceetimctastdhedees ie te kserasasade (?) 
VIRGINIA 
ESR a ST ae RNase Se 4. (') September 1959... (*) 
WASHINGTON 
sane Pus pcnionk nd ila na natenticedilnndes cab neeeoct cuit a ee () July 1959.......... @) 
ES EE. SES SARS ‘a See pa ot, () 
WEST VIRGINIA 
Se oe x x x PRS CORRS Tae 
Huntington-Ashland__..........}......---- x x tls SBOE FREER as 
Wheeling-Steubenville..........|..........]-......-..]...-.....- 1961 May 1959_._---... 1960 
WISCONSIN 
SEM LAS SE SER, CRETE ANE: Het ema (‘) September 1959__.. @ 























1 All cities without dates won’t be eligible before 1963. 
3 All cities without dates won’t be eligible before 1962. 
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[From the Journal of Commerce, Nov. 18, 1958] 





Goop CLIMATE FoR INDUSTRY SOUGHT BY GENERAL ELECTRIC 


(By Clayton P. Fisher, Jr., Consultant, Business Climate Development, General 
Electric Co.) 


In dozens of communities throughout the country, business climate improve- 
ment is becoming a common cause for all citizens. It is offering a challenging 
leadership opportunity for employers, and paving the way for businessmen to 
get into politics on a sound, knowledgeable basis. 

“Business climate” is an increasingly important measure of whether a town 
or State is a good place to work and live in, or in which to operate a manufac- 
turing plant. This two-word term covers a wide and increasingly important 
range of conditions—social, economic, and political—that affect business per- 
tormance and make the difference in the ability of communities to attract and 
hold desirable employers. Under a favorable business climate, basic industry 
is encouraged to expand. Supporting firms and services can then do likewise, 
with a multiplying effect on job opportunities and income for the community as 
a whole. 

GROWING AWARENESS 


Industry has failed or moved away from areas where business climate has 
deteriorated noticeably. Citizens and employers in some of the affected regions 
are increasingly aware of a common problem: a mounting tax burden and de- 
clining revenue. The solution lies in bringing new industry in, but the chances 
of doing it are slim if the firms already there are harassed or subjected to un- 
reasonable costs. 

This is why business climate has appeared in platforms of both major parties 
in several States, including New York, and much campaign oratory was devoted 
to “the need to develop our economic and business climate to create new jobs.” 

Legislatures of six States have passed resolutions calling for business climate 
improvement, further evidence that elected officials recognize the concern of the 
electorate over the situation. The question is whether the officials know what 
corrective actions need be taken, and even more importantly, whether they feel 
they have adequate understanding and support among their constituents for 
taking them. 

SURVEY’S FINDINGS OUTLINED 


Seriousness of the problem in New York State was pointed up in a recent 
survey of 1,400 member firms by Associated Industries of New York State. 
The survey revealed that only 10 percent of the respondents feel New York State 
has a good business climate. Forty-five percent rate it fair, while another 45 
percent rate it poor to very bad. 

Ninety-six percent indicate they think New York is a high cost State, and 
that the cost of doing business here has increased out of proportion to other 
comparable industrial States over the past 10 years. 

Only 15 percent of the respondents believe that business gets a fair shake 
from State lawmakers. 

The survey reported that only 21 percent of the respondents would pick New 
York State for a plant location if they were to start all over again. Sixty-one 
percent said they would not expand in New York State at the present time. 


AREAS FOR IMPROVEMENT 


Five major areas in which the survey respondents want to see improvement 
are: 

1. Government understanding and treatment of business. 

2. Workmen’s compensation costs and administration. 

3. Unemployment compensation costs and administration. 

4. Taxes in general. 

5. Labor attitudes. 

Business managers can furnish the needed leadership to get support for im- 
provements in such matters, and are beginning to do so, here and in other States. 

The conditions that determine business climate are man made. The job of 
maintaining them most favorably in the broad public interest is one which every- 
body ean share, but responsibility for the initiative and sustaining drive needed 
for continuous improvement is a natural for employers. It’s an unfamiliar 
field for the business manager, but one just as important to the success of his 
operation as the other aspects of running it that get his daily attention. 
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CORDINER URGES ACTION 


Summing it up in a talk before a widely representative executive group, 
Ralph J. Cordiner, chairman of the board of General Electric said: 

“Let us have no doubt about our right or our responsibility, as businessmen, 
to improve the climate in which our companies operate. Through specific 
action, company by company, we can exert a constructive influence on all the 
outside conditions that affect the cost and ease of operating a business in the 
community. If we are successful in this, we will simultaneously increase the 
usefulness of the companies we manage, and improve the ability of the com- 
munity to attract and hold desirable employers. 

“There is a whole new field to be explored in this matter of discovering and 
organizing the political resources of business. Perhaps in the past the manager 
has not felt that this was a part of his assignment. It is now.” 

Businessmen have been “exploring this new field’? sporadically or not at all. 
There have been some notable examples of what can be done by organizing the 
political resources, such as the defeat of the proposal on unemployment com- 
pensation in Ohio a couple of years ago that would have made going to work 
less rewarding than staying home. The Governor had characterized the pro- 
posal as “fantastic.” But usually, until such a crisis arises, businessmen 
unselfishly devote hours on end to all manner of civic activities that in the main 
are worthwhile, but fail to come to grips with outside conditions affecting the 
cost and ease of operating their business. 


GE’s FOUR-STEP PLAN 


In many of the 132 plant communities of the General Electric Co., department 
general managers and their associates have been following a four-step plan for 
business climate improvement with encouraging results. Similar to the ap- 
proach they would use in tackling most business problems, the four steps of the: 
BBC (better business climate) plan call for: (1) thorough appraisal of social, 
economic, and political conditions; (2) setting long-range and short-range goals 
based on the appraisal findings; (3) developing a program of work to accom- 
plish the goals through management and employee action; and (4) organizing 
a communitywide business climate improvement effort with other employers. 

The process is one in which each employer conducts his own research and 
improvement program within his own organization, and joins with other 
firms in a common movement. Manufacturing associations and chambers of 
commerce are finding a new organization strength in providing coordination for 
business climate improvement activities underway in different parts of the 
country. But the organization program must be backed up and multiplied by 
separate programs sponsored individually by each member within his own 
concern. 

Communication is an essential part of the individual employer’s program. 
House organs, plant newspapers, letters to employees, and community leaders, 
and all other media are gradually being used to get broader understanding of 
the facts on important issues affecting business climate. But the surface has 
hardly been scratched in tapping an estimated 300 million exposures per month 
available through existing communication channels of this type. 

Local determination of objectives is another of the key success factors of the 
BBC plan, especially in large companies where widely scattered departments 
are striving for autonomy. Realistically, the local managers are in far better 
position to size up their own problems at first hand, and swing into action—if 
the responsibility for doing it has been truly delegated to them as a regular part 
of their job. 5 


Mr. Revutruer. We believe, Mr. Chairman, that the problem of dis- 
tressed areas is a broad national problem, not the kind of a problem 
that can be dealt with on a satisfactory or adequate basis within the 
resources of a local community. If you look at the problem from the 
point of view of its broad aspects you will find that distressed areas 
seem to occur from coast to coast. 

We have put together a map, Mr. Chairman, in which we have in- 
dicated the distressed areas. 
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As we all know, there are 76 major labor market areas, in which 
more than 6 percent of the total work force is unemployed, and 183 
minor labor areas for a total of 259 labor areas in which 6 percent 
or more of the workers are unemployed. We have indicated these 
labor market areas on our map. In New England, which is the oldest 
industrial area in America, where industry first developed, there is a 
high concentration of depressed areas in Massachusetts, Connecticut, 
and Rhode Island. Then you come down through New York State, 
and there you find them from the eastern part of New York to the 
western part, Buffalo being one of the major industrial centers that 
has a distressing economic problem. 

Then you move down through Pennsylvania, from Philadelphia, 
way over to the western border, including Pittsburgh. Pennsylvania, 
too, has a large number of distressed areas. 

Then you go into Maryland, West Virginia, Ohio, Indiana, Illinois, 
Wisconsin, Michigan, and then it thins out. But there are also some 
distressed areas in the South, in Tennessee, in Alabama, in Georgia. 
When you get into the area of America where there is practically 
no industry, there are few industrial distressed areas, but there is a 
sprinkling of distressed areas in the northern part of the country 
along the west coast. 

Now, we believe that this map indicates very clearly that this is 
not merely a distressed area problem. The distressed area problem 
is a reflection of a distressed national problem, and this, therefore, is 
a problem of dimensions that require Federal action. 

There are 80 labor markets in 20 different States in which 6 per- 
cent or more of the total work force has been unemployed for 18 
out of the last 24 months, so that this is not something that just came 
about because of the recession. The recession made this problem 
more acute, but we had the problem before the recession, as these 
figures indicate. 

That is why I urge the enactment of H.R. 3505. We recognize 
this isn’t going to do the whole job, that there are many things that 
need doing, and that this bill is but one important step in an overall 
ee omen that we need to make as a Nation to get America back to 
work, 

I have the feeling, Mr. Chairman, that as a nation we have not 
really comprehended the magnitude of our unemployment. problem, 
or the magnitude of this distressed area problem, just as we have 
not comprehended the dimensions of the Soviet economic challenge. 
You can’t separate these two things, because you can’t solve these 
kinds of problems in little compartments, in little economic vacuums. 

Our ability as a free people to provide leadership to the free world, 
to meet what I believe to be the most compelling challenge that free- 
men and free institutions have ever faced, 1s being tested by the forces 
of world communism. We cannot. hope to meet that challenge except 
as we find a way to get America back to work, and we cannot solve 
the problems of distressed areas, except as we find an effective way to 

et America back to work. We have to find a solution to both of 
these basic economic problems within the framework of a dynamic 
5 mag economy, based upon full employment and full production. 

Vow, I believe that we ought to have utter contempt for the system 

of values that the Soviet Union stands for. We know that they are 
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opposed to every decent value that free men believe in. While we 
should have contempt for their system of values, we should not make 
the tragic mistake of having contempt for their technical competence, 
or their capabilities, in terms of waging economic warfare against 
America. 

I am frightened when I look at the fact that the Soviet Union in- 
creased its industrial production by 11 percent between early 1957 and 
early 1958, while our industrial production fell by almost 11 percent. 
The cause of human freedom rests in a large measure in the hands of 
us in America; when the Soviet economy is going up, and at a tremen- 
dous rate, being accelerated faster and faster, and our economy is not 
expanding, then the cause of human freedom is in trouble. 

ere is a situation where we have tremendous unmet needs in 
America, our responsibilities in the world are increasing, and yet 
we have more than 5 million people unemployed. The Govern- 
ment figure is 4,750,000—they nA a ant the people actively look- 
ing for jobs, but a fellow who has been unemployed for a year and a 
half, if he is around 58 years of age—he just gives up, because he 
knows that the neighbor boy, who is only 27, can’t find a job either. 
So this fellow says, “I will just stay at home and save the carfare, 
and give up.” 

The official figures are not really measuring the total number of 
unemployed. The total is much larger than the official Government 
figures, and there are still many, many tens of thousands of workers 
working only a short workweek. 

Mr. Parman. Please pardon my interruption. You are making a 
very interesting statement about the way the number of unemployed 
is arrived at. Will you just explain how the official figures are 
computed. 

r. Revrner. Without getting into the detailed technical aspects 
of it, essentially, the Government’s figures are a measure of the peo- 
ple in the work force actively seeking employment. 

Mr. Parman. But as you pointed out, those figures do not include 
many unemployed people who would like to work but have given 
up looking for jobs. 

Mr. Revuruer. That is right. 

Mr. Parman. How much higher would it be? Would it be 10 
percent higher, Mr. Reuther, if they were to take in all people who 
are unemployed ? 

Mr. Revruer. This is Mr. Weinberg, director of our special proj- 
ects department in the UAW. 

Mr. Parman. We will be glad to have him answer it. 

Mr. Wetnzerc. The Census Bureau has prepared a projection of 
labor force growth in the United States, which shows that for the 

eriod 1955-60, the average yearly growth should be about 900,000. 

n February of this year, according to the latest figures of employ- 
ment and unemployment, released by the Census Bureau, the labor 
force was only 300,000 larger than in February of last year. So that, 
on that measure, there are 600,000 people, roughly, who are not bein 
counted as unemployed who should be counted as unemployed, whic 
would be a considerably more than 10 percent. 

Mr. Parman. Thank you, sir. 
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Mr. Reuruer. This, of course, does not take into consideration 
people who are only partially employed and, therefore, partially un- 
employed. 

Mr. Parman. A very interesting point. 

Mr. Revuruer. What disturbs me most, I think, about the overall 
economic situation in America is the fact that our economy is not 
growing and expanding at a rate necessary to realize our maximum 
economic potential, to provide jobs for workers who are displaced 
because of technological improvements, and for new workers who 
are coming into the work force because of the growth of population. 
Look at the figures, taking the period 1954 through 1958, and measure 
the actual economic growth against what was possible based upon 
other periods of greater economic growth, we have estimated that 
America lost roughly $140 billion in gross national product in that 
period of time, or roughly $2,870 per family. 

Now, what does that mean? It means that this is how we can pay 
for the things that need doing. 

With the money lost during this period of retarded economic ac- 
tivity we would have built 5 million new homes to replace the slums 
in the social cesspools of America that breed crime and delinquency. 
We could have built 600,000 new classrooms, to help eliminate the 
overcrowding in our schools that is robbing millions of our children 
of the kind of educational opportunities that we all believe in, that 
are essential to facilitate the growth of every child. 

We could have built fully equipped hospitals with 400,000 beds, 
and all the X-ray and operating equipment. We could have doubled 
social security. 


Now, that is what we wasted. When you waste manpower, it is 
gone forever. You can put grain in storage, but you can’t put labor 


power in storage. You have to use it when it is available. And 
when it isn’t used, it is lost forever. 

So we have lost, in that short period of time, $140 billion, and yet 
when you measure the cost of some of the essential social projects 
that we are talking about in America, against that loss, the cost of 
these i really is very insignificant. We have been saying 
for a long time that the American economy is freedom’s greatest 
material asset, and if we will but find a way to effectively mobilize 
its potential abundance, it is equal both to meeting our needs at 
home and enabling us to discharge our increasing responsibilities in 
the world. 

But you can do both of these things only if you mobilize the abun- 
dance that the American economy makes possible, by getting America 
back to work, by putting idle workers and idle machines back into 
useful production. There is no other way todo it. 

I think that anybody who thinks at all about economic problems 
very early comes to the conclusion that there are no economic Santa 
Clauses. The only way a people can have higher living standards, 
more of the good things of life, greater educational opportunities for 
the young people, greater security and dignity for the older people— 
the only way we can have all the things we want, is by the applica- 
tion of human labor to the tools of production, applied to the eco- 
nemic resources available. There is no other way to do it. And 
the only way America can solve its basic problems is to get its man- 








572 AREA REDEVELOPMENT ACT 


power, its tools, and its resources in combination so that we can get 
America back to work. 

In this hour of challenge, when the forces of freedom are challenged 
as they have never been challenged before in human history, when the 
power and the might of the forces of evil have never been more threat- 
ening, we are limping along in low gear, with 5 million workers will- 
ing to work, but denied the opportunity not only to earn their liveli- 
hood, but to make their Nd te to the well-being of America. 

I happen to have spent a great deal of time trying to understand 
what the Communists are trying to do in the world. I have fought 
the Communists in the American labor movement. I have been work- 
ing with people all over the world trying to build a free world labor 
movement so that we could effectively fight the Communists. I be- 
lieve that if you will really dig deeply into the basic concepts and 
motivations of the Communists you will come to the conclusion that 
they. believe they can win because we will be incapable of working 
out the kind of cooperative relationships between the groups and the 
forces within our free society essential to finding a way to mobilize 
our potential abundance to the needs of people in peacetime. 

I think they believe that we are ceaaiie ae achieving full produc- 
tion and full employment only in wartime, because we lack the sense 
of common purpose in peace. 

When our mutual hides are about to be nailed to the barn door, 
when we are motivated by common fears and common hatreds in war, 
then we do great things. The Communists think that we are incapa- 
ble, as a free ple, of developing these common denominators of 
joint action, of understanding the compelling need and the challenge 
in peacetime as we do in wartime, and finding a way of acting together 
in this kind of a crisis. 

They think, I believe, that somehow we will just keep muddling 
along while they keep moving forward and taking over one bit of the 
world after another. 

Essentially, their dogma is built around the historic concept that 
the struggle between groups and classes, and between nations, is a 
struggle to divide up economic scarcity. There is a lot of history that 
backs up that concept, because most of human history deals with the 
time when the tools of production were not adequate to feed the human 
family. There were more bellies than there was food. There were 
more naked backs than there was clothing. There were more family 
units than there was adequate shelter. 

So they think that we will continue waging warfare against each 
other—labor against capital, one group against the other, and that 
we will be unable to achieve the cohesion and the singleness of purpose 
in peace essential to our survival. 

ow, I think we can prove them wrong. I believe that we can find 
a way to get free labor and free management, working together within 
the framework of a free Government and a free economy. 

Something very fundamental has taken place in the world—science 
and technology have given us the tools of economic abundance, and it 
is no longer economically necessary for one group to wage war against 
the other to divide up scarcity. We can now cooperate to create and 
share economic abundance. And I think that this is the key to the 
whole thing. 
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How do free people cooperate in the sensible and responsible use of 
the tools of unprecedented economic abundance? How can we share 
that abundance equitably so that our free economy can go on expand- 
ing and growing and sharing ever greater abundance, each time at a 
higher and higher economic level ? 

ow, this is not some abstract theoretical concept. This is, in my 
opinion, the key to the future of the American economy, and the 
American economy is the key to the future of human freedom. The 
Soviet Union more and more is going to step up its programs of eco- 
nomic penetration and political subversion. We are the only force 
in the world with the productive capacity, with the technical know- 
how, with the skilled manpower, and with the material resources 
capable of developing a counterforce to meet the forces communism 
will mobilize. 

But we can’t do this if we have one hand tied behind our backs. We 
cannot meet this challenge, which must be met both at home and 
abroad, except as we facilitate the economic growth that will make 
for full employment, that will make for the full utilization of our 
productive capacity. 

Now, when you project what we have been doing into the future 
you come up with a frightening picture. If you take the period of 
1953 through what is projected for 1959, and measure the actual eco- 
nomic growth in that period, you will find that it comes to roughly 
2.3 percent. Yet it is hesonting increasingly evident that we need a 
minimum of 5 percent economic growth annually to absorb the unem- 
ployed displaced by automation and technological advance, and to 
create jobs for the new people coming into the work force. 

We haven’t grown that fast. Instead of 5 percent, we have gotten 
2.3 percent, and that is why we have 5 million unemployed, and 
20 percent of our industrial capacity standing idle. Now, what does 
it mean, in terms of tomorrow? hat are the differences between 
2.3 percent growth and 5 percent ? 

e 5 percent is not some hypothetical projection of a lot of eco- 
nomic dreamers. We have grown at that rate in some periods of our 
history. The Rockefeller Foundation report on our economy talks 
about a minimum of 5 percent, as do other responsible groups who 
have dealt with this problem. But the difference between a 2.3 
percent and a 5 percent growth rate for the period 1958 through 
1964—that is not a long period, that is only 7 years—is $400 billion 
in our gross national product. It means that every family in America, 
from the family living in the penthouse on Park Avenue to the most 
underpaid sharecropper in America, can have $6,200 more during this 
time if we will but find a way to achieve this greater economic growth. 

This greater economic growth is not only the margin of economic 
progress in terms of living standards, of better housing, and better 
education, more security, and better medical care; this greater eco- 
nomic growth is the margin of the survival of human freedom. 

If the Soviet Union were going to have that much waste in the 
untilization of that productive capacity, and their manpower re- 
sources in the next 6 years, $400 billion worth, we could all relax a 
little bit. But they are crowding their economy. They are moving 
ahead at a rate of 8 or 9 percent growth a year. 
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Sure, they are operating on a more narrow industrial base. But 
when you can get that rate of growth, contrasted to our very sluggish 
rae of growth, it doesn’t take long to overtake a larger industrial 
base such as we enjoy. 

So these things go beyond the question of bread and butter, higher 
living standards, and more of the material comforts of life. We are 
talking about the ability of human freedom to survive in a world 
in crisis. This is what we are talking about—the very survival of 
the things for which freemen have died throughout the ages. 

I spent considerable time in the Soviet Union, working as a techni- 
cian. I know a little bit about it, firsthand. If you took a map of 
the Soviet Union, if you could start in Leningrad which is the oldest 
industrial center in the Soviet Union, and load up that area with 
distressed areas, with mass unemployment, and idle factories, and 
then move down to the Donbas, which is their coal section, north of 
the Caspian Sea, and through there, and the Baku oil center—it 
you could show distressed areas with mass unemployment and under- 
utilization in the Soviet economy, we could relax. 

Now, I would like briefly, Mr. Chairman, to discuss some of the 
basic causes of industrial blight, because this is an area in which there 
is too little understanding. Unfortunately too often people prefer 
to make propaganda rather than try to find an understanding of the 
problem. I would like to list several factors that I think are the more 
important ones. I am not listing all the factors. but these I think are 
the basic ones which have caused the industrial blight that is reflected 
in this map from coast to coast in America. 

First of all, we are living in a period of tremendous technological 
progress. The basic feature of our technology is that it moves for- 
ward at an accelerated rate. Electronics is the basis of automation. 
As I have made the comparison many times, automation is not an ex- 
tension of the old technology. It is not a further extension of the first 
phase of the industrial revolution, it marks the beginning of the second 
phase of the industrial revolution. In the first phase of the industrial 
revolution that grew out of the simple and crude steam engine that 
Mr. Watts made in Great Britain many years back, in that crude 
steam engine that put into motion the first phase of the industrial 
revolution you had simply a substitution of mechanical power for 
human muscle. And out of that came what became our complicated 
mass production industries. 

But automation is the beginning of the second phase. It brings a 
whole new revolutionary factor into the prduction process. In addi- 
tion to substituting mechanical power for human muscle, it substitutes 
mechanical judgment for human judgment. 

In other words, the machine now takes over some of the thinking 
processes that a worker used to supply. This is all done by feeding 
into the brain and the memory of the machine complex instructions. 
Given the right electronic impulse the machine takes these instructions 
out of its memory and communicates them to the machine and the 
machine performs according to those instructions. And these ma- 
chines can be given a million different complex instructions. So that 
this is the second phase of the industrial revolution, and every new 
breakthrough opens up broad horizons in which the impact of this 
new idea begins to multiply at a tremendous rate. 
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American industry is finding the impact of this acceleration in the 
forward movement of this complex and highly productive technology 
of ours. 

Now, this is true of every basic industry. It is true of steel. I 
grew up in a steel town, a coal-steel town in West Virginia. I used 
to play around the steel mills, and I can remember the fellow getting 
a big slab of steel out of a furnace with a big pair of iron tongs, sliding 
it over on to the roller which put it back and forth through the rolls, 
and then the doubler would fold his strip over with big thick soles on 
his shoes—he would jump up and down on it to kind of flatten it down 
where it was bent over—then they would pass it through the rolls 
some more and just keep doing this. 

Well, if you saw that mill and now saw a continuous strip mill 
where they put the ingot in one end, and with no worker’s hand 
touching it, the steel comes out in strips or wires a half mile down 
the mr while the worker may sit in an air conditioned booth look- 
ing at five television sets. The five television sets tell him what is 
happening at the critical points on his portion of the rolling mill. 
He just presses buttons, in response to what he sees in the television 
sets. 
Well, you just multiply this, industry after industry, throughout 
America. You get these distressed areas, in the absence of economic 
growth to take up the slack created by this tremendous movement 
forward of our technology. 

By way of example of its impact in the auto industry in 1947, as 
compared to 1957; in that 10-year period we increased the production 
of automobiles 50.5 percent. Now, we didn’t just make 50.5 percent 
of the same kind of automobiles. The 50.5 percent of the greater 
production were 8-cylinder cars, hydramatic transmissions, much 
more complicated automobiles, And how many more workers did 
we have to turn out 50 percent more cars? One half of 1 percent 
more workers, This is what is happening in the auto industry. 

I could give you chapter and verse on the development in this in- 
dustry. I went to work at Ford’s in 1927 when they were finishing 
the model T. If you had seen what I saw then, thousands of workers 
making individual engines, when it took 2 weeks to rough-cast the 
block, and then if you went into the automated factories where they 
make a V-8 engine in 14 minutes and 6 seconds. 

The Federal Reserve Board, on February 6, 1959, put out some 
figures on the increase in productivity. This is an area in American 
economics which is very much misunderstood. It gets lost in the 
propaganda about who is responsible for inflation. But the facts are 
that, productivity has been moving forward very rapidly, and this 
accounts for the fact that we have this problem. Fewer workers can 
turn out more goods; the Federal Reserve Board report of February 
1959, states that in December of 1958 production was only 4 percent 
lower—this is 1958, December—4 percent lower than December of 





1956, but there were 20 percent fewer workers. This is in the auto- 
mobile industry. 

Just think, a 1956 to 1958, 2 years, production only 4 percent 
less, but. there are 20 percent fewer workers. 

The Wall Street Journal—and no one has ever accused this of 
being a propaganda organ of the labor movement—the Wall Street 
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Journal, on October 13, 1958, carried this front page story, and I 
quote the headline: “Productivity push. New plants pay off in soar- 
ing output with less manpower. Today 11.9 million workers turn 
out 35 percent more than 12.7 million workers did in 1948.” 

Just think of that: 11.9 million workers turn out 35 percent more 
than 12.7 workers did in 1948. 

That is what is happening in America. This impact of automation 
is without doubt the single most important factor in causing distressed 
areas, and this factor will become more and more important because 
the nature of our technology is such that it moves forward with 
greater acceleration. 

Now, the New York Times of this last Monday, March 16, had a 
feature story in the business section which said “Factory output 
nears 1957 peak.” It says there that the index of production is only 
2 points below the record level of 1957. It is 144 points, and this 
is sere upon, I think, the 1947-49 average index. So it is 2 points 
less than the peak, and yet we still have 5 million unemployed, and we 
have all these distressed areas. 

Now, the second factor that I would like to discuss is the decentral- 
ization of basic industry. A dynamic economy of necessity is a chang- 
ing economy, and the industrial pattern of 25 years ago was different 
from today, and the pattern will be quite different 10 years from 
today. 

Mr. Parman. Before you get away from automation, Mr. Reuther, 
I would like to bring something to your attention, please. 

About 4 years ago, I was chairman of a subcommittee of the Joint 
Economic Committee, which held hearings. You were one of the 
witnesses. You madea very fine statement. You did not oppose auto- 
mation, but you gave us notice that it was going to cause trouble, and 
~~ we would probably have to readjust our economy on account 
of it. 

About the end of 1957, a depression started. It wasn’t until a year 
later that the recession caused different companies not to terminate 


their employees but to lay them off, and we had a great deal of unem- | 


ployment throughout a great many industries. 

Before that automation had not been so serious in these plants. 
The employers were not anxious to turn people out and substitute 
automation, but this depression gave them that opportunity. They 
laid off their workers, and then as the country began to come back 


and they needed more production wn d have automated their plants. | 


They have installed automatic machinery, and they need fewer 
workers. The workers they reemploy are not the older workers. 
They are the younger workers, and that leaves a very pitiful case 
of the older workers being put out of employment. They are not 
old enough for any benefits to amount to anything, certainly no 
lasting benefits. 

There is another factor that enters into it, which is rather deplor- 
able. In the areas where they have unemployment, where a factory 




















is closed down, the younger people leave, they go where they can get | 


a job. They must have a future, and they have no future there. That 


leaves in this distressed area only the older workers. In dealing with — 


these distressed areas we must especially give consideration to the 


workers who are really not the ones that they use ordinarily in this 


work; ones that are too old for reemployment. 
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I know you have given consideration to that, too, Mr. Reuther. 

Mr. Reuruer. We have, Mr. Chairman. 

With respect to the hearings that you held some time back, related 
to the impact of automation upon our economy and the employment 
opportunities of American workers, I think you will find that we 
pointed out at that time that, No. 1, we supported automation. 

Mr. Patman. That is right. 

Mr. Revuruer. We want the best tools, the most productive tools 
that science and technology can give us. 

Mr. Parman. You surprised a lot of people when you said that. 

Mr. Revuruer. Because we know that the only way we can share 
greater economic wealth and progress is to create it. You can’t share 
something that is nonexistent. Therefore, we said give us the best 
tools that science and technology can provide; but, then, let us, as a 
free people, use those tools, sanely and sensibly and responsibly, to 
advance the well-being of all the people. 

Now, automation did not have a tragic impact upon the employ- 
ment situation in that earlier period because the economy was grow- 
ing, it was expanding. In other words, there was enough growth to 
create new jobs for the people displaced by automation. But at the 

oint where the economy begins to contract, and you get stagnation 
instead of expansion, then automation begins to pick up and crowd 
you. And this is precisely what has been happening in the last couple 
of years. 

Mr. Vanik. At this point, Mr. Chairman, the chairman brought up 
a point on which I would like to have some comment. In my com- 
munity, which is not a depressed area by the standards of either of 
these bills, but in which we suffer a great deal of unemployment, I 
notice a pattern in which the industries are leaving our area not only 
because they want to leave obsolete plants, but because they seem to 
desire to leave obsolete personnel. <A deliberate plan to get away from 
employees, some of whom have an average of 25 years tenure. They 
would like to get rid of these old employees. Is the drive to get rid of 
the low-productive, high-cost employees as much of a factor as leaving 
an obsolete plant ? 

Have you made studies on that issue ? 

Mr. Revrner. We have been aware of that problem and, of course, 
the attitude of employers varies. ‘There are some employers who have 
made a reasonable effort to try to find a way to facilitate the transfer 
of workers to a new plant when they have closed an old obsolete plant. 
There are other employers who, as you indicate, would like to just 
get rid of old, obsolete plants and old workers at the same time, and 
start fresh in a new community with a new plant and hire a bunch of 
young people, and not have immediately the cost of pensions which 
obviously is greater with older workers than younger workers. 

Mr. Vanik. That is right. 

Mr. Revuruer. This, again, I think underscores the need for the 
legislation your committee is considering; because the problem here 
cannot be met by abandoning cities and workers. It can only be met 
by finding a way to rehabilitate the economies of those distressed areas 
so that the workers who are there can again get full employment. 

Now, the younger people are more fluid, their roots are less deep 
their lives are less set, and they can shift. about a little bit easier. But 
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older people have spent a large portion of their lives in one city; it 
is not so easy to uproot them and transfer them like you would transfer 
‘a tomato plant. It isn’t that easily done. 

Mr. Vanix. Are you able by contract to provide that the employees 
will be entitled to job placement in the new location? How successful 
have those efforts been ? 

Mr. Reutuer. We have worked hard at this problem. We have had 
some very hard struggles to get provisions into our contracts to deal 
with these problems. When industry finds that there are sound eco- 
nomic reasons for closing an obsolete plant, and opening a new plant 
in an area that is more central in terms of market or materials, the 
worker who was in the old plant should not be required to absorb the 
economic impact of that shift. And we have gotten some contract 
provisions that provide some measure of protection—not as fully as 
we would like. I mean, the worker has to get to the new place. We 
fought in our last negotiations to get transfer allowance. We said that 
if the company considers it a normal cost of doing business to pay for 
the cost of shipping the machine, why can’t it be considered a normal 
cost of doing business to pay for the cost of transferring the worker, 
and we asked for family transfer allowances. They give them to the 
executives, but they don’t give them to the worker, and the worker has 
many problems. 

If, for example, you have a community in which a big factory is 
shut down permanently and abandoned, and that company opens up a 
new plant 500 or 600 miles away, the worker, even though he has the 
right to follow the job, has to pay for the cost of moving his family. 
Also, he winds up selling his house in a depressed market, because that 
city is contracting, and he has to buy a new house in an expanding 
market; he sells under depressed conditions and buys under infla- 
tionary conditions. So he gets squeezed. 

There are companies that take on the responsibility of selling the 
houses of the executives, seeing that they don’t take any loss, and get- 
ting them new houses in the new community. These companies pay 
the cost of transferring the executives, but not the hourly rated 
worker. The fellow who needs the help the most is denied the help. 

This was one of our demands. We did our very best to get this de- 
mand, but we were unsuccessful because we were in the middle of a 
recession, we didn’t want to strike the automotive industry because we 
knew that that would have serious ramifications in the steel, glass, and 
rubber industries, at a time when we were trying to fight our way 
out of the recession. But these are some of the practical problems. 

Does a free society have the moral right, we ask, to get the benefit 
of increased peewee and efficiency, and the economic gain that 
flows out of the operation of the new plant, with the new tools—does 
that society have a right to share in those overall economic gains and 
expect the individual worker and his family to pay the economic cost 
of it? We think that is improper. We think that somehow the in- 
dividual worker and his family ought to be protected during a period 
of transition. 

We don’t want to stop technological rogress. We merely want to 
protect the individual wage earner mde his family from its impact 


so that he and his kids don’t wind up paying the price of it. This is 
the whole thing. 
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On this decentralization factor, which we think is a very important 
factor, there are really several things that operate in this area, You 
have first of all, the constant changing character of the market that 
any given industry is serving. Take the automotive industry. It 
started out being highly centralized in Michigan. There was a time 
when practically all the production was done in Michigan. But as 
the market developed in volume, in different sections of the country, 
first General Motors and then Ford, and finally Chrysler began to de- 
centralize to produce close to their new aie That made good 
sense. But this has had a tremendous impact upon the automotive 
centers which originally had most of the production in their area. 

This is true also of the rubber industry, for example. Before the 
last war 60 percent of the rubber tires for automobiles, both new and 
used, were manufactured in the city of Akron, Ohio. But because of 
the decentralized movement taking place in the automotive industry, 
and the shift in the market, only 25 percent of the tire production now 
is in Akron. 

In addition to the changing character of the market, the source of 
raw materials is a factor. For example, when the Supreme Court 
made its historic decision on the basing point with respect to freight 
rates on steel, that immediately had a tremendous impact on the auto 
industry, because we had most of the stamping plants in Michigan, a 
long way from the steel industry. Originally you could buy a ton of 
steel as cheaply in Flint as you could in Pittsburgh or Gary. But then 
the Supreme Court changed that; they said the price of steel must be 
at the point of production, and you have to add the freight 
charge. 

What did General Motors do? They built their stamping plants 
adjacent to the steel plants. They built them in Pittsburgh. Ford 
built them near the steel mills of Buffalo and South Chicago. Chrys- 
ler built them near its source of steel in Youngstown. Ford just built 
a new foundry in Tennessee, right across the street from the aluminum 
plant run by Reynolds Aluminum Co., because they want to make 
their aluminum castings near the source of aluminum. 

So this is having a tremendous impact upon the industrial pattern, 
and it contributes to this growing problem of industrial blight in the 
older centers. 

Our technology is moving so fast that the process of obsolescence is 
accelerated. In other words, if in a technology that moved more 
slowly it took 25 years before a plant was obsolete, in a technology 
moving much faster you can get obsolescence in 15 years, or 10 years. 
This is a problem that we are going to be facing in a more acute form 
as we go down the road of the future, and I have been pointing out 
in discussing this problem in different places that we haven’t even 
really begun to think about this problem in terms of its impact upon 
the industrial pattern of America in the future. 

If you will look at America you will find that there were reasons 
why industries clustered in certain areas; sources of material and 
sources of power. When we were using coal as the source of power, 
Pittsburgh and places like that w. Then we got hydroelectric 
power, and that had an impact. Then we got the utilization of petro- 


leum products. But when the atom can be competitive with any of 
the conventional sources of power, that will have another revolu- 
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tionary impact upon the pattern of American industry. That will 
further complicate this problem of obsolescence, of decentralization, 
of the shifting character of our industrial pattern and the creation 
of distressed areas. 

When I was in Great Britain last year I had the good fortune of 
spending a whole day at the major atomic reactor center in Great 

ritain, at Calder Hall, on the east coast near the Scottish border. 
I spent the whole day there with the chief engineer, and the works 
manager, and I asked him—this plant obviously was not only produc- 
ing power which was going out over the grid in England, but they 
were also making plutonium for their war effort. I asked this chief 
engineer how much fuel it would take to operate this atomic reactor. 
He said this particular reactor, I think it was 75,000-kilowatt reac- 
tor—he said one truckload of fuel would operate it for 20 years. 

Well, at the point you can operate a reactor with one truckload of 
fuel for 20 years you can put it anywhere. And at that point you 
have put into the American economy a new and major revolutionary 
factor. 

We have got to be thinking about these things because these prob- 
lems will be upon us in dimensions that can create a catastrophic eco- 
nomic situation unless we begin to think about it and plan sensibly 
and sanely to meet the problem in advance. 

The fourth factor that I think needs consideration with respect to 
the causes of industrial blight, is the inability of small companies 
to gain access to adequate financial capital. 

Automation is costly. It takes more and more capital to create 
one job, as the technology becomes more complex. It is true you need 
fewer workers, but it costs more to provide a job for each worker. 
As the cost of creating new facilities gets greater and greater, and 
the ability to survive competitively hinges upon your ability to get 
access to the most modern equipment, more and more «mall companies 
are unable to get necessary capital to acquire the most advanced level 
of technology. The big corporations do not have this problem be- 
cause they are essentially self-financed. Bi 

The auto industry expanded since the war in excess of $8 billion, 
and more than 90 percent of that $8 billion was paid for by the 
American consumers of automobiles; only 10 percent represented new 
eapital. I mean something quite revolutionary is taking place in the 
American system of free enterprise. 

The concept once was that there was a money market, and if you 
wanted to expand your company to the tune of a billion dollars you 
floated bonds, or you went into the money market and you got people, 
based upon the attractiveness of your corporate effort, to invest their 
money in your plant. That is an old fashioned way of doing it. They 
don’t do it that way any more. } 

Mr. Parman. What period of time did you cover, Mr. Reuther, in 
that $8 billion of expansion, of which 90 percent was by retained 

arnings ? 
os ee That was since the end of the war. It would be 
roughly starting. maybe, from 1946 up to date, up through 1958. 

Mr. Parman. I think you can truthfully say that the capital thus 
acquired is what could be called costless capital. In other words, the 
price of the product was increased enough to take enough money away 
from the consumer to put it into the fund for retained earnings, of 
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which the people in charge would get the benefit, as distinguished from 
the old way of selling the goods at the lowest possible price, in a com- 
petitive market, and letting the person keep that money which is being 
taken away from him for retained earnings to invest anywhere he 
wanted to so he would get the benefit. 

So aren’t they engaged in a system that is rather doubtful of being 
in the private enterprise system ? 

Mr. Revuruer. I think what you say is absolutely correct. I think 
this is consumer-financed capital. In other words, the consumer has 
no choice. He isn’t asked by the General Motors Corp. “Would you 
like to invest some money in G.M. stock.” Frankly if you have two 
or three hundred thousand dollars around loose, and you don’t know 
what to do with it, it is not a bad place to put your money. They do 
quite well in terms of return. 

But the consumer isn’t asked that. question. They say, “You want 
an automobile, this is the price you pay,” even though factored into 
that price is a portion earmarked for the expansion of General 
Motors. 

Mr. Parman. It is an involuntary investment upon which you re- 
ceive no return, and the people who get the benefit of it did not in- 
vest it ? 

Mr. Rrurner. That is correct. They would argue, well, if you 
think it is involuntary, a person doesn’t have to buy our product. But 
if the Big Three are ford gant more than 90: percent of the cars, you 
have got to make up your mind; either you are going to walk or you 
are going to pay this extra charge. The steel industry has done 
the same thing. This is a very important change in the structure of 
American capitalism which is having an adverse effect upon the 
smaller companies, because they are not in a position to acquire capital 
by this process as are the larger corporations. The smaller companies, 
needing more capital to pay for the more ‘costly tools, must go into 
the marketplace to borrow the money, where the tight money policy 
keeps jacking up the interest rates, and therefore they are even fur- 
ther penalized. 

Mr. Parman. Recently I learned that more and more of the lenders 
are demanding an interest in the concern to which they advance credit. 
Do you know of cases like that ? 

Mr. Revrner. That is right. This is happening. I mean, we have 
got really a bankers’ holiday in this country. Inside the labor move- 
ment there are several unions that operate banks, and these fellows 
tell us what goes on in the banking community, and they tell ws it is 
just scandalous how easy it is to make money if you are a banker. 

Mr. Parman. Recently I placed a speech in the Congressional Rec- 
ord, in which I stated that last year the Federal Reserve Board 
delivered to the commercial banks sufficient reserves, free of charge, 
for which they paid not one penny, to enable the banks to purchase 
$10,400 million of U.S. Government bonds. That will cost the Ameri- 
can people between three and four hundred million dollars a year. 
That was an absolute gift. 

No Member of Congress has challenged that. statement. No Member 
of Congress will challenge that statement. And here it is happening 
in broad daylight, right here in the United States of America, and 
the U.S. Congress permitting things like that to go on. 
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I like the commercial banks. They are wonderful. We have a 
wonderful banking system. But it is not used enough in the public 
interest. Too muc ‘ea gone for private and personal gain. There 
is a little bit of greed mixed up in it. If you want to get down 
to cases, you will notice that commercial banks have $5 billion in- 
vested in capital. Now, they have some undivided profits and some 
surplus, but the capital is $5 billion. 

ow, upon that $5 billion they have bought $74 billion of U.S. Gov- 
ernment bonds. The bank doesn’t render the Government any service 
when it buys a Government bond. The banks create the money to do 
it. They have bought about a third of the tax-exempt securities, of 
States, counties, cities, political subdivisions, in the same way. The 
have bought about $90 billion of securities, Federal, State, and local, 
upon a capitalization of $5 billion. 

When a local bank is chartered, it has a great privilege, it has the 
privilege of manufacturing money—there is no counterfeiting 
money—but issuing money on the Government of the United States. 
Under that charter, the bankers would serve that area, and when they 
do like the old goldsmiths, of creating $10 out of every one, the differ- 
ence is they can actually carry it out now because the Bureau of En- 
graving and Printing will supply the money. The old goldsmiths 
didn’t have such a privilege—that is a fractional reserve system. I 
don’t oppose that, it is all right, if you use it for the local people in 
the area where the banks are. We had laws requiring the directors 
of the banks to be within a certain number of miles of that bank, 
arog it is a great privilege, and we wanted local people to run those 

anks. 

Now, they are getting away from that. You have absentee owners. 
They are doing it through holding companies. They are doing it 
through branch banks, and absentee owners own the local banks. And 
the money, instead of being used, and particularly the created money, 
based upon the credit of the Nation, which is a mortgage upon your 
property and your income, and that of all the rest of us, why, it is being 
used oftentimes by absentee owners, and the local people cannot get 
adequate credit accommodations. 

I hope that your organization continues to look into that question, 
because it is going to become just a little bit hotter as an issue, as time 
goes on. The issue is being forced now. And higher interest rates, of 
course, are forcing it. 

Mr. Revruer. I would hope, Mr. Chairman, that sometime not too 
far in the future the appropriate committees of the Congress would 
undertake a comprehensive study of the role of the whole banking sys- 
tem so that it can be looked at in the light of the sort of things you 
have been pointing out here. 

Mr. Parman. Pardon me for making just this one reference, and 
then I will try not to interrupt you any more. It has been 50 years 
since we have had a comprehensive examination of the banking sys- 
tem. Nobody denies that. It is the truth. We all know it. They 
talk about the Banking and Currency Committee members knowing 
about banking and currency. We don’t know anything about it. We 
haven’t had any hearings. The same way in the Senate. We just 
haven’t had them for 50 years. We ought to have a good — - 
hensive examination and investigation of the banking system, includ- 
ing debt management in particular, and I have undertaken to get such 
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an examination made. In 1955, by a comparatively small vote, it was 
defeated. In 1957, the resolution was defeated. However, last year, 
in the election, 49 of our friends from the Republican side who voted 
against that resolution were defeated. 

Now, if we add up the ones who voted for it before, and consider 
that 49 were defeated by people who will vote for it this time, we have 
a clear majority in the House. I am not pressing it just at this time, 
because the joint committee is going into the question, and it is pos- 
sible that we might decide that the joint committee would be the place 
to make an investigation. But there is the CED, Committee on Eco- 
nomic Development. I am sure they are fine gentlemen. But they 
have axes to grind themselves, and they have got a million dollars 
to just make this investigation. 

Not only that, the President has set up a group himself to make 
the same investigation. Yet here is the Congress not moving. I 
hope something is done to get Congress active on this subject, because 
I think it is one of the most important subjects we should go into. 

I just wonder, Mr. Reuther, if you could close up in about 10 min- 
utes, or if we could come back later on. We would like to continue 
to hear your testimony. It is just a question of being able to do it. 
Mr. Vanik says we will have three rollealls. If we do, that will con- 
sume the rest of the afternoon. 

Mr. Reuruer. Why don’t I try to finish very quickly ? 

Mr. Parman. All right. We will stay here and try to hear you. 
When the second bell rings, we will have to go. 

Mr. Revutuer. I will understand that, sir. 

The fifth point I would just like to touch upon as having a great 
impact upon the distressed area problem is the greater integration 
that is taking place in our basic industries. 

For example, General Motors used to farm out a great deal of parts 
work. They may have had six companies doing a certain portion of 
the work on some basic part. As automation makes it possible to in- 
crease the volume of production, they are integrating that in their 
own operations, and putting these smaller parts companies out of 
business. 

Then we have got the impact of the shift in the technology of our 
defense needs. More and more emphasis goes into missiles, less into 
ground forces and conventional aircraft. This has caused 144,000 
aircraft workers to be laid off between the period of April 1957 and 
July 1958, and in the State of Michigan, since the end of the Korean 
war, we have lost 189,000 defense jobs. 

Mr. Patrman. Mr. Reuther, this is a very serious matter. We will 
just have to close now, and if you will file anything that is germane, 
and permit the members of the committee to submit questions to you in 
writing and have your answers made a part of the record, will that be 
satisfactory ? 

Mr. Revtuer. Quite satisfactory. 

Mr. Patman. We are awfully sorry about this, but we have to do it. 

Mr. Reutuer. I understand. 

Mr. Parman. We have some witnesses here from Oklahoma. 

Mr. Cierx. We will just have to give them permission to file their 
statements. Will they come around to be introduced—Senator Trent, 
come around, please. 
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Senator Trent is chairman of the committee on public welfare of 
the Oklahoma State Senate; and Mr. Paul Polin, who is in the 
Governor’s Committee on Area Redevelopment in Oklahoma. 

Weare awfully sorry, gentlemen. This thing is absolutely unavoid- 
able. Would it be satisfactory to you gentlemen to file your state- 
ments ¢ 

Mr. Trent. Mr. Chairman, we have some statements, but we would 
like to revise them a little. Would it be all right to file them to- 


morrow ¢ 

Mr. Parman. That will be perfectly all right, or it will be satis- 
factory to file them Monday 

Mr. Trent. We will file them tomorrow. 

Mr. Poutryn. Mr. Chairman, I would like to introduce another mem- 
ber of the Governor’s committee, Mr. Virgil Tinker, who is also a 
member of the House of Representatives in the State of Oklahoma. 

(The statement referred to above is as follows :) 


STATEMENT OF Pavut Pontin, Tom Kiser, STATE REPRESENTATIVE VIRGIL 
TINKER, AND STATE SENATOR Bos A. TRENT, BEFORE SUBCOMMITTEE No. 38, 
House BANKING AND CURRENCY COMMITTEE 


Mr. Chairman and members of the committee, we wish to express our gratitude 
to you for the opportunity of appearing before you today. We are appearing 
at this time in support of area redevelopment legislation to express our findings 
for the urgent and immediate need thereof. The surplus of labor with unem- 
ployment and underemployment existing not only in Oklahoma but throughout 
the Nation is one which is parisitic and which is eating at the basic foundations 
of our democracy. Unless remedial action is instituted to alleviate these con- 
ditions with proper area redevelopment legislation we must be prepared to face 
the consequences. 

There are two bills under discussion at this time that could if passed offer 
us a substantial milestone in economic area development. They are those 
sponsored by Mr. Edmondson (H.R. 3622) and that sponsored by Mr. Spence 
(H.R. 3505). Although identical in many respects, Mr. Edmondson’s (H.R. 
3622) expands the thinking relative to the rural eligibility in that he proposes: 

“The Administrator shall also designate as rural redevelopment areas those 
rural areas within the United States in which he determines that, during the 
period immediately preceding the date on which an application for assistance is 
made under this act, 12 percent or more of the population has been receiving 
public assistance payments from the State in which such area is located.” 

Unless this is incorporated into area redevelopment legislation that is passed, 
an injustice will be done to many historically depressed areas of long standing. 
The relative history for qualifying those rural counties for eligibility under the 
plan called for in H.R. 3505 is not available for a determining factor and conse- 
quently provides ineligibility. These counties which exist not only in Oklahoma 
but in many other parts of the Nation possess a wealth of natural resources that 
are presently lying shamefully dormant. Oklahoma today has a State average 
of public assistance of 7.7 percent of the population. This compares with a na- 
tional average of 5.5 percent. If we can reduce the State average to that of the 
national we can effect a savings of $30 milion annually. The counties having 
the most depressed conditions were not even eligible and required as much as 15 
times the amount of revenue taken out of these counties in sales taxes put back 
in by way of public assistance. 

We wish at this time to make reference to Senate Banking and Currency Com- 
mittee Report No. 110, 86th Congress, relative to the Area Redevelopment Act, 
accompanying Senate bill 722. This committee adopted a modification of the leg- 
islation to adopt the amendment recommended by Representative Edmondson 
and adopted it into the bill. We feel that the 12 percent or more feature with 
regard to public assistance is equal to or more vital to this bill than sections which 
provide for unemployment for extended periods of time for low-income families 
in rural areas and for loans and grants for facilities. We endorse the provisions 
in all three of the above-mentioned bills which provide (1) industrial areas when 
there exists substantial and persistent unemployment for an extended period 
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of time; (2) rural development areas where exist a large number and percentage 
of low-income families and a condition of substantial and persistent unemploy- 
ment or underemployment; (3) loans and grants for public facilities and (4) 
the vocational training programs. We also would like very much to keep the 
feature of the Edmondson bill which will provide assistance to include the Indian 
tribes of the Nation. 

In conclusion, we would like to recommend that the money provisions for this 
important Area Redevelopment Act be maintained if not increased. This Nation 
has spent untold billions in foreign point 4 programs, and that it is time that 
we take a serious look at our own economy and allow our citizens in these de- 
pressed areas to live and enjoy the American high standard of living. Charity 
begins at home, and what we are asking for is not charity but merely for the 
chance to allow our own citizens to lift themselves by their own bootstraps and 
to be a credit to the competitive economy that we maintain in this great Nation. 

This statement is made by Paul Polin, Tom Kiser, State Representative Virgil 
Tinker, and State Senator Bob A. Trent, all of Oklahoma and all members of 
Gov. J. Howard Edmondson’s Committee on Area Redevelopment. 


Mr. Parman. Thank you, gentlemen, very much. We are awfully 
sorry about the situation now. 

Without objection, I will file a statement from Dr. Seymour Harris, 
of Ha: .d University, for the record. 

Dr. Seymour Harris, chairman of the Economics Department, 
Harvard University, has been good enough to submit a statement on 
the area redevelopment bill. It is a condensation of a longer paper 
which he will deliver today to the New England Council at Hartford, 
Conn. 


Without objection, Dr. Harris’ statement will be included in the 
record. 


In brief, Dr. Harris makes a strong case in favor of the bill. 
THE AREA REDEVELOPMENT BILL: THE CASE FOR A FEDERAL PROGRAM 


Condensation of a paper for the New England Council, Hartford, Conn., Mareh 
19, 1959, by Seymour E. Harris, Chairman, Department of Economics, Har- 
vard University 


AREA REDEVELOPMENT AND MONETARY POLICY 


For several years now we have had proposals for an area redevelopment pro- 
gram, that is, a program to deal with areas of substantial amounts of unem- 
ployment. Unfortunately, no legislation has been forthcoming because of differ- 
ences of views between the President and the Congress on this matter. In fact, 
in 1958 an area redevolpment bill was vetoed by the President. 

But in 1959 the case for an area redevolpment program is greater than ever. 
It is now clear that, though the economy seems reasonably healthy in that we 
are climbing, there are important areas of large and sustained unemployment. 

Fearful of inflation, the Federal Reserve has cut the total supply of money 
and, therefore, contributed to the rise of unemployment. But even if the Fed- 
eral Reserve pursued a more realistic policy and expanded the supply of money 
substantially, this would not solve the problem of islands of unemployment in a 
sea of prosperity. It would require a- really inflationary and monetary policy to 
have a very large effect on this situation. 

I do not mean to imply that prosperity does not in general improve the situa- 
tion even in these depressed areas. But all general policies operate too slowly 
and not sufficiently to correct this situation. In my testimony before the Senate 
Committee on Banking and Currency on area redevelopment in 1957, I pointed 
out that in the recession year of 1954 average unemployment in five textile 
towns in New England was 8, 24, 10, 11, and 12 percent. But in 1955, 
& prosperous year, unemployment had fallen to 6, 18, 9 9, and 9 percent, re- 
spectively (ibid., p. 440). But there is no doubt about it that the acceleration of 
the rate of technological advances and rising productivity tends to bring about 
a severe amount of unemployment in certain places. We need to accelerate the 
adjustment to these technological advances, which on the whole bring great 
gains to the Nation though they may cause severe difficulties to special groups. 
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A SOUND AREA REDEVELOPMENT PROGRAM 


What are the features of a sound area redevolpment program? 

(1) It should provide sufficient resources to alleviate unemployment in the 
distressed areas. 

(2) It should provide resources to enable the displaced workers to obtain train- 
ing for new positions. 

(8) It should provide the facilities and capital that will make possible the entry 
of new industries and employments in the distressed areas. 

(4) It should require a contribution by the local and State authorities to the 
total funds made available. But this contribution should not be so large as to 
make the cooperation of State and local governments most unlikely. We should 
recall that in the last 10 years the expenditures and the debt of State and local 
governments have risen by 300 percent, a rise that is substantially greater than 
the Federal record and a record that suggests that the financial problems of 
State and local governments are much more serious than those of the Federal 
Government. It is, therefore, important that such a program should take into 
account the weakened financial condition of State and local governments. 

(5) Such legislation should also stress aid that will provide more than tem- 
porary improvement in the situation. 

(6) An adequate bill should also provide for effective administration. On 
this score, it is most desirable that the administration of the area redevelopment 
program should be in the hands of an independent agency with the help and 
advice of members of Cabinet rank. There should also be cooperation with pri- 
vate and local interests. The program should be integrated with other Federal 
programs that provide aid for local government. For example, adjustments in 
the urban renewal program are required so that urban renewal may be avail- 
able to these areas even though the renewal program does not provide residen- 
tial gains. 

On all these grounds, the Douglas bill (S. 722), which has bipartisan support 
of 39 Senators and was strongly supported by Senators Payne and Purtell in 
1958 (in a slightly modified form), is much to be preferred to the administration 
bill, S. 1064. 

EXTENT OF UNEMPLOYMENT 


We now have approximately 5 million unemployed, or roughly 6-7 percent of 
our total population, and this in the midst of a year of prosperity in which the 
administration expects an improvement of gross national product of about $40 
billion. 

In such States as Pennsylvania, West Virginia, Michigan, and even in some 
of the New England States, the situation is serious. In some of these States, 
unemployment is up 10-15 percent, a situation remindful of the great depres- 
sion. A hard core of unemployment seems increasingly to affect a number of 
areas. 

NEW ENGLAND'S SPECIAL INTERESTS 


What is New England’s special interest in this particular program? We 
should recall that New England suffers especially from having old industries 
that are either losing business or are not moving up with the economy. For 
this reason alone, New England should be greatly interested in this program. 

We have a special interest in programs of this type. On the whole, New 
England, and this is true of the large industrial areas in the Northeast and 
Middle West generally, tends to put into the Federal coffers much more than is 
taken out. This is to be expected, for the richer areas are and should, to some 
extent, help the poorer areas. But there are some questions whether, on par- 
ticular programs, the industrial areas do not need help. Fortunately the area 
redevelopment program does not concentrate only on urban underemployment 
and unemployment but also on rural areas, where incomes are very low. This 
is as it should be. 

In this connecton, I would present some figures which I worked out for the 
Senate Banking and Currency Committee in 1956 in their hearings on flood 
insurance. At that time, I pointed out that an examination of the Federal 
taxes borne, that is, not merely paid but borne, by New England were roughly 
7.8 percent of the Nation’s as compared to receipts from the Federal Govern- 
ment of 4.8 percent over a recent period of 5 years. In 1957, with 6.6 percent 
of the income of the Nation and a much larger percentage of Federal taxes 
borne, New England received back 4.2 percent of the expenditures on highways less 
than 1 percent of the payments on soil banks. 
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Where the large cities especially need help from the Federal Government is 
with such urban problems as housing, redevelopment, airports, and unemploy- 
ment; and these needs continue to mount at a terrific rate. Therefore, there 
should be a great interest on the part of a region that has a large urban popu- 
lation in area redevelopment. 

For this reason, this region ought to get behind the Douglas-Cooper-Clark- 
Beall bill. In contrast to the administration (Dirksen) bill, which proposes 
$50 million for loans in all to deal with a heavy concentration of unemployment 
in the distressed areas, the Douglas bill provides $300 million for loans and 
$75 million for grants. Besides the Douglas bill offers adequate administration 
and also provides a retraining program. 


SURPLUS LABOR AREAS 


In the Douglas bill, industrial areas with substantial and persistent unemploy- 
ment are defined as follows: those with unemployment of 12 percent for one 
year; 9 percent for 15 of 18 months preceding; 6 percent for 18 of 24 months 
preceding; 15 percent for 6 months preceding at the commissioner’s discretion ; 
and also for rural areas with the largest numbers and percentage of low-income 
farm families and substantial and persistent unemployment. 

In January 1959, there were 76 major areas and 183 smaller areas with a 
substantial labor surplus, that is, with 6 percent or more unemployment. And 
areas eligible for assistance, that is, areas eligible for assistance under the 
proposed bill, are those which have 6 percent or more unemployment in 18 out 
of 24 months. They number 23 major areas and 59 smaller areas. 

In January 1959, in Connecticut, Bridgeport, Ansonia, and Danbury were 
areas with substantial labor surplus. In Maine, Biddeford, Sanford, and Port- 
land were areas with surplus labor; and Biddeford and Sanford were eligible to 
receive aid under the Douglas bill at that time as distressed areas. 

In Massachusetts, eligible for aid in January 1959 were Lawrence, Fall River, 
Lowell, and North Adams. In addition, cities with surplus labor, as defined 
previously, were Newburyport, Haverhill, Brockton, Milford, Taunton, Pitts- 
field, Greenfield, Springfield, Holyoke, New Bedford, Ware, Worcester, Fitch- 
burg, Marlboro, Southbridge, and Webster. In Rhode Island, Providence and 
Newport early in 1959 were both distressed areas eligible for aid. In Vermont, 
areas with surplus labor were Springfield and Burlington. 

Should substantial labor surpluses continue, then under S. 722 the following 
cities in Connecticut would be eligible for aid under the Douglas bill at the fol- 
lowing times: in February 1959, Norwich; in March 1959, Ansonia, Torrington, 
and Meriden; in April 1959, New Britain, Waterbury, Thompsonville; in May 
1959, Willimantic and Middletown; in June 1959, Danbury; in July 1959, New 
Haven. 

Curtailments in the machinery, aircraft, and electrical equipment industries 
affected Bridgeport; the decline of silverware and flatware industry, New 
Britain; the textile decline, Norwich, Thompsonville, and Willimantic; the hat 
industry, Danbury. 

In Bristol, for example, average unemployment in 1957 was 7% percent; in 
1958, 19 percent; and in the first month of 1959, 17 percent. In Danielson, the 
respective figures were 8.4, 13, and 12.3 percent; in Norwich, 6, 11.1, and 11.9 
percent. 

In Rhode Island, to take another example, a similar situation exists. Un- 
employment in 1955, 1956, 1957, and 1958 was 8.5, 8, 10, and 13 percent. 

Under 8S. 722 at present, that is, early in 1959, Lawrence, Lowell, New Bed- 
ford, Providence, and Fall River would be eligible for help immediately. 


SUMMARY REMARKS 


In summary, New England should strongly support the area redevelopment 
program. Indeed, $375 million may provide jobs for no more than 200,000 
workers, and this allows for the secondary effects. But this in only an esti- 
mate of the effects of the provision of capital. In addition, the planning, the 
integration with other programs, the retraining of workers, the emphasis on 
getting industry into the area rather than sending the worker out—all these 
should further improve the situation. A reduction of unemployment in areas 
where unemployment is large is likely to have a greater effect than a similar 
improvement elsewhere. For in many of these places there may be two workers 
in each family out of jobs. 
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Surely, with a $450 billion income and with an average annual rise of $15 
or $20 billion, this Nation can afford to invest $375 million in taking care of the 
distressed areas, especially since they are the victims of policies that raise the 
general average so much. The cost should be more than made up in the increased 
income and tax capacity that results from this program. And surely a $50 
million program is going to have virtually no effect at all. 

In addition to all that has already been said, it is important to emphasize 
the point that other measures can also be taken. So far the Government has 
been most remiss in not diverting contracts to the distressed areas. Here 
opposition from other groups has had a considerable effect. Also, the program 
for accelerated amortization has not profited these regions to any substantial 
degrees. A special tax amortization program, I noted some time ago, encouraged 
an investment of $217 million in new plants in labor-surplus areas in 24% years; 
but the effect was only 11,000 new permanent jobs. 

One might also investigate the extent to which accelerated tax amortization 
made possible the expansion of industries in some regions, with losses of plants 
induced elsewhere. From this viewpoint, it may be well to study the distirbu- 
tion of these tax favors, for example, how much did New England, Pennsylvania, 
West Virginia, and Illinois receive, States especially vulnerable to the growth of 
new industries elsewhere? New England received only 19 percent as much of 
Federal loans in a recent year of the $6.2 billion as might have been expected 
from her relative income. 

Once a job is lost, it is not easy to find another one. This is partly the result 
of the fact that industries and employment to some extent are largely tied 
to the particular place where they are. After all, manufacturing accounts for 
only about 30 percent of all income, and the major adjustments in the competitive 
position of a region have to be concentrated to a considerable extent on the part 
of this economy. But, here again, a large part of the manufacturing industries 
is determined by locational factors. In the important service employments, 
which account for 60 percent of income, I have estimated only about 10 percent 
of employments included here are largely subject to interregional competition. 
All the more reason for aggressive measures to improve the situation in labor 
surplus areas. 


Mr. Parman. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 3:15 p.m., the committee adjourned, to reconvene 
at 10 a.m., Friday, March 20, 1959.) 
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FRIDAY, MARCH 20, 1959 


House or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Suscommitree No. 3, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Charles A. Vanik, presiding. 

Present: Messrs. Patman, Vanik, Miller, Johnson, Kilburn, Mrs. 
Dwyer, and Mr. Milliken. 

Mr. Vanix. The committee will be called to order. 

The first witness this morning is Congressman Prokop, who I 
understand has a statement he would like to submit. 


Mr. Prokop. 


STATEMENT OF HON. STANLEY A. PROKOP, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Proxor. Mr, Chairman, I have a statement here that I don’t 
want to take up too much time reading. I would like it inserted in the 
record. 

I am Congressman from the 10th District of Pennsylvania. 

Mr. Vanik. Would you like it submitted in the record as read? 

Mr. Prokop. Yes. 

Mr. Vantk. Without objection, that will be done. 

Thank you very much. We are delighted to have your statement. 

Mr. Proxor. Thank you, sir. 

Mr. Chairman and members of the committee, I do not, at this time, 
intend to recite statistics on unemployment and distressed areas. This 
committee has been holding hearings for many weeks on these ques- 
tions and I am certain that you are well acquainted with the facts. 
You well realize that something should be done to aid the distressed 
areas of our Nation and help decrease the unemployment rolls and 
help strengthen our economy. 

I appreciate the opportunity of appearing before you this morning 
to add my support to these proposals which will help to relieve unem- 
ployment in my district as well as other chronic unemployment 
districts in our Nation. 

I represent the 10th Congressional District of Pennsylvania which 
comprises the following counties in northeastern Pennsylvania: 
Lackawanna, Pike, Susquehanna, Wayne, Sullivan, and Wyoming. 

It would be repetitious for me to dwell on statistics already given 
by many of the previous witnesses, and I will, therefore, try to give 
you some idea of our economic conditions and the time and efforts 
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ag by the people of the 10th Congressional District. in trying to 
wn. 

ile we have been trying to stop the continued onslaught of unem- 
ployment by helping to stabilize our anthracite mining industry, our 
people in our communities have been doing a splendid job in organiz- 
ing, In various ways, and indeed have succeeded in securing new 
plants in some communities, and, also, expanding plants that are 
already there. 

Our people in northeastern Pennsylvania want to work, as is evi- 
denced by the fact that thousands of them travel over 100 miles each 
day in commuting back and forth to work. Others are compelled to 
leave their families for the week and return to their homes on 
weekends. 

We in this area have been doing what we can, on our own, with 
respect to creating jobs and bringing industry into our area. 

Shortly after World War ITI, the civic-minded pose of my district 
started the Scranton plan, and since have been doing a great service 
to the area through the aid of SLIBCO. The good people of north- 
eastern Pennsylvania collected nickels, dimes, and dollars from 
people who could not afford to give it. 

As a result of raising, literally, hundreds of thousands of dollars 
from working people, business people, ia pring people, and every- 
one along the line, they started to rebuild their industry. But the 
real problem of unemployment and economy security, I am sure, must 
come through the passage of the Area Redevelopment Act which is 
under consideration at your hearings. The passage of this law is nec- 
essary to relieve the chronic unemployment condition that exists in 
this area today. ie 

Mr. Chairman, I speak from a position of long experience and bitter 
frustration when I state that I can think of nothing more depressing 
and shattering to the morale—that a man who is willing and eager to 
work—without work, and what is worse, with no hope of obtaining 
gainful employment of any kind. _ 

We simply must do something right now for these people as well 
as for the millions of others in our great Nation that have been thrown 
out of work during this current recession. The State of Pennsyl- 
vania has been doing much already under difficult conditions—our 
local people in the district have been trying to help themselves. We 
have done everything humanly possible to rehabilitate the area and 
our resources are now exhausted. i 

We would have no right to come here seeking Federal aid were we 
not already doing our very best to help ourselves. Through this 
action it is hoped to provide jobs for perhaps 10 percent of the reces- 
sion unemployed. 

The Federal Government should give the distressed and _ depressed 
areas of our Nation a “shot in the arm,” so to speak. Special consid- 
eration, I am sure, can come through the passage of the Area 
Redevelopment Act which is presently under consideration by your 
Specifically, this legislation would set aside $100 million for loans 
to help build industrial plants in rural areas and another $100 million 

-Joans rban areas. 
alias too badly off financially to borrow for public works 
and improvements, this bill sets aside $75 million in grants. 
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In addition to financial aid, it provides that the Federal Govern- 
ment furnish technical advice on attracting new industry, help State 
and local agencies train unskilled workers to meet the needs of in- 
dustry and establish a program of market information to guide and 
assist business. 

This legislation would also provide assistance to communities, in- 
dustries, enterprises, and individuals in areas badly in need of re- 
development and rehabilitation to enable them to expand and adjust 
their productivity to alleviate excessive unemployment and underem- 
ployment by providing new opportunities and developing and ex- 
panding existing facilities and resources without reducing employ- 
ment in other areas of the United States. 

This legislation is necessary. Our Government should make this 
a law to alleviate the unemployed situation, create work, and help 
to build much needed plants and strengthen the economy of this 
great Nation. 

I wish to take this time to express my most profound thanks to the 
members of this committee and also wish to compliment them for the 
interest they have given and are giving to the passage of this much 
needed legislation. 

Mr. Vantk. The next witness this morning is Mr. George Smith, 
of the Borg-Warner Corp., representing the National Association of 
Manufacturers. 

Mr. Smith. 

Our committee will be pleased to hear you at this time, Mr. Smith. 


STATEMENT OF GEORGE P. F. SMITH, VICE PRESIDENT, BORG- 
WARNER CORP., ON BEHALF OF THE NATIONAL ASSOCIATION 
OF MANUFACTURERS 


Mr. Smiru. My name is George P. F. Smith, and I am vice presi- 
dent of the Borg-Warner Corp. I am appearing in my capacity as 
vice chairman of the industrial problems committee of the National 
Association of Manufacturers, a voluntary association of some 20,000 
business enterprises which produce about three-quarters of the Na- 
tion’s manufactured goods. Over 83 percent of these business enter- 
prises employ less than 500 persons and thus fall within a commonly 
accepted definition of small business concerns. Our association 1s 
vitally interested in promoting sound economic and governmental 
principles without regard to partisan political considerations. I 
should like to indicate the very real concern which we have with the 
problems being considered by this committee. As businessmen and 
employers, we have a great stake in maintaining the highest level of 
employment achievable in a manner that will not impair the basic 
soundness of our economic system. 

Our study and analysis of the bill, H.R. 3505, now being considered 
by the committee, leads us to believe that there are serious objections 
to the approach which it adopts. We have grouped our objections 
under headings related to the facts that the availability of a Federal 
Government loan will seldom if ever be a decisive factor in the loca- 
tion of a new and desirable plant; that direct lending by the Federal 
Government to individuals or enterprises always opens up dangerous 
possibilities of waste, favoritism, and corruption; that the bill opens 
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up many possibilities for discriminations and inequities; that making 
of direct business loans by the Federal Government violates the de- 
clared national policy of fostering and promoting free competitive 
enterprise; that H.R. 3505 violates declared national policy of en- 
couraging geographical dispersal of industrial facilities; and that 
such a program would blunt local efforts to create a favorable bus- 
iness climate wherein lie the real potentialities for curing the under- 
lying causes of localized economic difficulty. 

Availability of a Federal Government loan will not be a decisive 
plant location factor. 

The effectiveness of the legislative proposals before the committee 
depend upon how far they will influence businessmen’s decisions. If 
they work as intended, they will influence businessmen to decide to 
purchase and improve land for industrial usage; to purchase ma- 
chinery and equipment; to construct new factory buildings; to re- 
habilitate abandoned or unoccupied factory buildings: to alter, 
convert, or enlarge existing buildings for industrial use: and to 

carry on industrial enterprises in areas where they would not other- 
wise have engaged in such activities. Therefore, it becomes pertinent, 
at the outset, | to consider what factors are known to influence business- 
men’s decisions. 

For every new industrial facility, the ultimate objective of alert 
management is to find the one best location which will yield maximum 
savings in operating costs as well as greatest benefits in internal and 
external relations. There is a vast body of information available to 
ass‘st in an intelligent approach to the placing of new business instal- 
lations. For example, I would like to refer to a checklist of plant 
location factors contained in the “Site Selection Handbook” published 
in October 1957, by Industrial Development magazine, the national 
magazine of area analysis and business site selection. 

The checklist is an authoritive effort to compile all significant factors 
to be checked in plant location decisions. It lists some 700 items that 
executives responsible for studying areas and selecting sites for in- 
dustrial facilities should consider. 

The major categories of the checklist are markets, labor, materials 
and services, transportation, government and legislation, financing, 
water and waste disposal, power and fuel, community characteristics, 
and items relating to individual sites. Thus. financing is only 1 of 
10 major areas for investigation. The availability of a loan from the 
Administrator of the Area Development Administration as one means 
of financing would only be one in a multitude of matters to be con- 
sidered. 

Even within the financing category. there are presently listed 13 
common sources of funds. These are company funds, sale of stock, 
short-term bank loan, long-term loan or mortgage, pooling institu- 
tional funds, loan from affiliated firm, loan from supplier, loan from 
insurance company, loan from State credit corporation, loan from 
local development corporation, loan from Small Business Adminis- 
tration, merger, and assorted mutual funds. 

Thus, we must always remember that there are a number of possible 
sources of funds for promising industrial ventures, and that asserted 
lack of such sources is very likely not among the real reasons why some 
areas have higher percentages of unemployment than other areas. 
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Among other major areas embracing plant location factors, a few 
may be briefly mentioned. Water is tremendously important. Some- 
one once said that a plant is located where there is water—and all 
other things are brought to it. Fuel is tremendously important. It 
is interesting to note the trend toward locating electric generating 
plants adjacent to coal mines. Industries consuming large amounts 
of electric energy are locating near these generating plants. Fabri- 
cating and service industries tend to cluster about these basic pro- 
ducing mills. This trend will help solve some of the problems of the 
coal mining areas. It should also be noted that intangible factors 
of community life and being given ever-increasing weighi by indus- 
trial management. 

The Federal Government loan would very probably have no influ- 
ence at all on companies with established products and marketing fa- 
cilities, which would have other sources of funds available and would 
locate where consideration of plant location factors indicated. Thev 
could not be swayed to make a contrary decision by the mere avail- 
ability of a Government loan. We believe that availability of a Fed- 
eral Government loan would seldom, if ever, have any decisive influ- 
ence on industrial movement normally occurring within the Nation. 

It is quite likely that the borrowers under the loan program will be 
companies with no established product and no established marketing 
facilities. Some of these may turn out successfully, although the mor- 
tality rate is highest among this type of company. A number of the 
more promising ventures may have been able to raise funds through 
their own efforts. Consequently, the bulk of the employers induced 
to enter business by this program will be engaged in rather risky ven- 
tures with a high failure probability. 

We now wish to comment on some of the characteristics of a Govern- 
ment direct lending program. 

Don’t resurrect the RFC. 

Have we forgotten the RFC so soon? It was only 7 years ago, on the 
floor of the U.S. Senate that the senior Senator from Virginia, Harry 
F. Byrd, quoted the Honorable Eugene Meyer, first Chairman of the 
Reconstruction Finance Corporation, as follows: 

* * * no institution which provides a pipeline from the Treasury to the voter 
ean, in the long run, be administered in a way that will avoid the corrupting in- 
fluence of political issues. 

As a case history, Senator Report 76, 82d Congress, dated February 
5, 1951, which was an interim report of the Committee on Banking and 
Currency, merits review and study. This Senate report is entitled 
“Favoritism and Influence.” At page 4, the report quotes from the 
Hoover Commission report on -Federal business enterprises, trans- 
mitted to the Congress on March 31, 1949, as follows: 

Direct lending by the Government to persons or enterprises opens up dangerous 
possibilities of waste and favoritism to individuals or enterprises. It invites poli- 
tical and private pressure or even corruption. 

In this Senate report, the Subcommittee on the Reconstruction 
Finance Corporation stated, at page 3: 

It holds the view that there is a legitimate public interest in the relationships 
which arise when public funds are placed at the disposal of private persons. 


The requirements of a full and proper accounting impose the hazard of public 
criticism, not only on those who administer a public lending activity, but also 
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on those who borrow from the public and those who act as intermediaries seek- 
ing to influence the lender on behalf of the borrower. 

At page 5, under the heading “Recent RFC Business Decisions Are 
Not Easy To Understand,” it is stated : 

In its study, the present subcommittee has observed that many RFC loan ap- 
plications in the past 2 years have been approved by the Board of Directors with- 
out any apparent affirmative reason. In fact, many applications have been ap- 
proved by the Board notwithstanding the existence of persuasive reasons why 
loans should not be made. 

Justification for a number of such loans, in general terms, has been offered 
in the hearings held, but in certain cases the subcommittee has gained the im- 
pression that its hearings have not been successful in establishing the real rea- 
sons why the loans were made. 

The foregoing quotation illustrates the problems in legislative over- 
sight that arise where the Congress decides to put the Federal Govern- 
ment into the general lending business. The history of the RFC dem- 
onstrates that lending is a business for which the Federal Government 
is particularly ill suited because it is a political institution, and not an 
economic institution. Further, because of the nature of such trans- 
actions, it would be extremely difficult for the Congress to detect 
abuses. 

Much of the potential evil lies in the vast amount of power that 
would be vested in the Administrator, who would become an economic 
czar. He would have a great amount of unreviewable discretion. For 
instance, quite apart from the mandatory criteria, he would have the 
power to define “substantial and persistent unemployment for an ex- 
tended period of time” for the purpose of designating additional “in- 
dustrial redevelopment areas.” The pressures on him to designate such 
additional areas as “industrial redevelopment areas” can well be im- 
agined, since there is no limitation on the number of areas that he may 
so designate. . 

Likewise, there is no limitation on the number of areas that he 
may designate as “rural redevelopment areas.” In fact, there appears 
to be no limitation as to what he may consider a “rural” area. There 
are many areas in the United States with a mixture of industrial and 
agricultural workers. The possibilities for discrimination and favor- 
itism in the gerrymandering of the entire Nation are unlimited. 

Similarly, the bill contains many other words which leave a wide 
latitude for the Administrator to mold the program to his own desires 
without any practical control by the Congress, the executive depart- 
ment, or the courts. Consider such words as “underem »loyment,” 
“substantial,” persistent,” “extended period of time,” “availability of 
manpower,” “principal causes,” “temporary,” “substantial detriment,” 
“largest number and percentage,” “reasonably calculated,” “temporary 
alleviation,” “reasonable terms,” “reasonable assurance of repayment,” 
“representative,” “tend to improve,” “ability so to contribute,” “press- 
ing need,” “practicably obtained,” “necessary or appropriate,” “neces- 
sary or desirable,” and “to such an extent.” The term “area” is not 
given any geographic or measurable definition and it is the most im- 
portant word in the entire bill. 

The bill does recognize to some extent the temptations for influ- 
ence peddlers contained in a program of this kind. Thus, borrowers 
must certify the names of loan expediters and the fees to be paid to 
such persons, although no guidance or authority is given to the Ad- 
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ministrator in dealing with exorbitant or unconscionable fees. Like- 
wise, the borrower must agree to refrain from employing former em- 
loyees of the Administration within 2 years after a loan is made. 
owever, other safeguards such as were proposed for the RFC, have 
not been incorporated in the bill. 

Such safeguards, which were once recommended by the Senate com- 
mittee, would include a public docket of loan applications in both the 
Washington office and all branch offices showing : 

. Name of applicant, officers, and directors. 
Amount and maturity of the loan applied for. 
The purpose for which the money is to be used. 
A description of the security offered. 

5. The names of all persons who shall represent the applicant, or 
who shall intercede for him, or who shall attempt to influence the 
Administrator in any manner in the exercise of his judgment in con- 
nection with the applicant. 

They would also include the establishment of a statutory Loan 
Review Committee and a requirement that reasons be reduced to 
writing when the Administrator reverses the adverse recommendation 
of the Review Committee. Also included would be a requirement that 
the reasoning establishing that financial assistance is not otherwise 
available and that a substantial public interest would be served by the 
particular loan should be reduced to writing. The provision as to 
reasonable assurance of repayment should be amended to provide for 
reasonable cause to believe that the loan can be paid with interest with- 
in the maturity period, either from borrower’s earnings or from other 
means excluding liquidation. 

The proposal before the committee contains all the inherent evils of 
Federal Government loans and grants. Once such loans and grants 
are established, they tend to become permanent, even though originally 
designed as temporary measures; they tend to increase greatly in 
amount as time goes on, even though originally started as compara- 
tively modest programs; and they tend to be accompanied by a greatly 
enlarged Federal Government bureaucracy and by a greatly enlarged 
degree of Federal Government control and domination of the private 
economy, even though they were originally proclaimed to be more 
stimulants to the efforts of private citizens and State and local gov- 
ernments. 

Even if many changes were made in the bill, the fundamental fact 
that the nature of a Government direct lending program is such as to 
invite favoritism, influence-peddling, and corruption would not be 
changed. Nor would such corrective provisions change the fact that 
the proposed Government loan will seldom if ever be a decisive factor 
in bringing into a designated area an established enterprise with good 
markets and distribution facilities, or change the fact that loan appli- 
cations are very likely to come from new and untried enterprises or 
those of a marginal character. 

We now turn to a consideration of the discriminatory nature of this 
bill. 

H.R. 3505 would open many possibilities for discriminations and in- 
equities. 

It may be noted that the legislative proposals do not go so far as to 
include projecting the Government into the field of research and de- 
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velopment of new products for which the funds for production facili- 
ties might be provided through the mechanism of this bill, nor does 
the legislation contemplate having the Government provide market 
studies and set 1» machinery for the enlargement of markets for exist- 
ing products. We do not advocate sending the Government’s money 
and efforts into these fields, but would call attention to the fact that, 
without new products and new markets, the tendency would be to try 
to draw into the designated areas production already carried on in 
some other area. 

Much congressional thought and effort has been spent in attempts 
to work out an effective “antipirating” clause. However, it is ex- 
tremely doubtful whether a really effective clause of that type could 
be designed, and if it were, whether the legislation could then be of 
any substantial help to any of the recipient areas. The discrimination 
inherent in this type of legislation is at least threefold. First, general 
tax money would be used for the sole benefit of certain favored areas. 
Second, the expenditure of this general tax money would, through 
competitive effects and diversion of industry, affect detrimentally the 
best interests of the other areas that were contributing to this program. 
Third, the net effect would be to favor those communities which have 
not solved their local problems, at the expense of the communities 
which have aggressively attacked their problems and carried a pro- 
gram through to a successful conclusion. 

Even among recipient communities, there will be discriminations. 
H.R. 3505 would provide $100 million for loans for public facilities 
and $75 million for grants for public facilities. Which will be the 
communities that get the loans and which will be the communities 
that get the grants? This issue will provide a fertile source of com- 
plaints, conflicts, and allegations of discrimination, favoritism, and 
influence—especially because of th nebulous and ill-defined criteria 
employed in the bill. And we haven’t even mentioned the feelings 
of the communities that apply for, but fail to get, either loans or 
grants under this program. 

Another source of conflict lies in the fact that the criteria for in- 
dustrial development areas differs from the criteria for rural develop- 
ment areas. One difference is that there must be “substantial and 
persistent unemployment for an extended period of time” in an in- 
dustrial development area: whereas, there only need be “a condition 
of substantial and persistent unemployment or underemployment” in 
a rural development area. Some of the problems that »lready exist 
in urban centers are due to movement of plants and offices to surburban 
or semirural areas. The bill presumably will accentuate this trend, 
and can readily harm the very industrial areas which these proposals 
were originally intended to benefit. Many rural areas already have 
a built-in advantage over older urban areas in offering unlimited space, 
cheaper building sites, more abundant water supplies, fewer trattic 
problems, and easier access by truck and automobile. 

It is our considered judgment that this bill will get the Federal 
Government into endless intercity, interarea, interstate, and inter- 
revional squabbles. 

The “antipirating” clause contained in H.R. 2505 provides that 
“such financial assistance shall not be extended * * * to assist estab- 
lishments relocating from one area to another when such assistance 
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will result in substantial detriment to the area of original location by 
increasing unemployment.” 

It should first be noted that this clause has no applicability to 
establishments lured into relocation by the construction of public 
facilities financed by Federal Government grants or loans. Thus, the 
clause will have no limiting influence on the pirating effects induced 
by the public facilities portion of the bill. 

The clause also has no applicability to a multiplant company that 
might later decide to shut down one of its older plants to concentrate 
production i in its newer plant. This could have just as serious an effect 
on a nonaided community as an out-and-out company relocation. 

There are also some serious questions of interpretation of this anti- 
pirating clause. Much will depend on how the Administrator inter- 
prets the phrase “substantial detriment,’ for apparently unemploy- 
ment resulting from relocation is all right as long as it does not cause 
substantial detriment to the area of original location. Also, how big is 
the “area of original location”? A loss of 100 jobs may not be a sub- 
stantial detriment toa large metropolitan area but it could be a serious 
matter for the suburb in which the plant was located. And, of course, 
the plant relocation would be of the utmost seriousness to the indivi- 
dual worker who lost his job, regardless of whether there was any sub- 
stantial detriment to the area of original location. Presumably, he 
would write to his Senators and Representatives, and they could com- 
plain tothe Administrator. 

It might even be argued that the clause does not apply to the build- 
ing of a new plant to which productive activities would be trans- 
ferred, but would only apply when a company moved its headquarters 
to a new location. 

However, the most glaring defect in the clause, if it is intended to 
prevent Federal aid to pirating, is that it has no application to the 
situation where many of the employees are moved to the new plant. 

There may not be such increased unemployment as to cause substan- 
tial detriment to the area of original location, so the clause will not 
prevent the aid being extended. Consequently, we will have Federal 
aid being used to pirate wage earners, consumers, and taxpayers from 
one community to another. In addition, there may be no great net 
reduction in unemployment in the area of relocation and no net 
benefit to our national economy. 

Perhaps the most ironic aspect of the clause is that many of the 
ripest prospects for construction of new facilities are employers who 
previously have decided to locate elsewhere. They have had business 
experience, they have know-how, they have a product, they have a 
cadre of trained management, and they have some capital. Yet, pre- 
sumably, this clause would tend to deprive them of being helped to lo- 
cate in one of the areas that need them most. Perhaps that is why 
the clause may have some loopholes, rather than contain an out-and- 
out prohibition against helping anyone who is conducting business 
elsewhere. 

Other inequities may arise from the fact that businessmen presently 
located in recipient areas may be subjected to competition from new 
enterprises started with Government financing and from the fact that 
an inequitable distribution may result due to lack of allocation pro- 
visions and Jack of dollar limits on individual loans and grants. 
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Congress should refuse to get mixed up in these problems by refus- 
ing to launch itself into this kind of business. 

No matter where the Administrator draws the geographic lines to 
separate the recipient areas from the nonrecipient areas, there will 
be gross discrimination under this bill. The favored areas will be 
eligible for business loans, loans for public facilities, grants for public 
facilities, financial assistance for urban renewal of industrial areas, 
additional facilities for vocational training, and retraining subsis- 
tence payments. The nonfavored areas will be eligible for none of 
these under this bill. The discrimination becomes even clearer when 
examined in terms of the individual unemployed person. If he 
resides in the right place, he received all the purported benefits of the 
bill. If he happens to be an American citizen living somewhere else, 
he received no benefit from the bill and perhaps his situation would 
be worsened. He may even decide to move to a depressed area so 
that he can receive vocational training and subsistence payments. 

Making of direct business loans violates declared national policy of 
fostering and promoting free competitive enterprise. 

The declaration of policy contained in the Employment Act of 
1946 provides as follows: 

The Congress hereby declares that it is the continuing policy and respon- 
sibility of the Federal Government to use all practicable means consistent with 
its needs and obligations and other essential considerations of national policy, 
with the assistance and cooperation of industry, agriculture, labor and State 
and local governments, to coordinate and utilize all its plans, functions, and re- 
sources for the purpose of creating and maintaining in a manner calculated to 
foster and promote free competitive enterprise and the general welfare, condi- 
tions under which there will be afforded useful employment opportunities, in- 
cluding self-employment, for those able, willing, and seeking to work, and to 
promote maximum employment, production, and purchasing power. 

It is interesting to note that Senate Report No. 1494, 85th Congress, 
accompanying § 3683—which contained substantially the same 

roviso as H.R. 3505—for some unstated reason, in quoting this 
Sleclagation of national policy, at page 3, omitted two significant 
passages; namely, the phrase “consistent with its needs and obliga- 
tions and other essential considerations of national policy” and the 
phrase “in a manner calculated to foster and promote free competi- 
tive enterprise and the general welfare.” 

In House Report No. 2099, 85th Congress, accompanying S. 3683, 
the predecessor of this bill, at page 9, not only were the same omissions 
made but the quotation was still further reduced, as follows: 

It is the continuing policy and the responsibility of the Federal Govern- 


ment * * * to coordinate and utilize all of its plans, functions, and resources 
for the purpose of creating and maintaining * * * maximum employment. 


We fervently hope that this does not represent the evolution of na- 
tional policy through the scissors-and-paste method. We believe that 
the lost phrase, “in a manner calculated to foster and promote free 
competitive enterprise” should be restored and given its proper weight. 
Was it omitted because of recognition of the fact that Government 
business lending is the antithesis of free competitive enterprise? 
Due consideration of this phrase should lead the committee to reject 
this bill as indeed inconsistent with national policy. Government can 
properly extend a hand through research and advice to help its citi- 
zens solve economic problems in a manner consistent with free com- 
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petitive enterprise. But this by no means justifies the Federal Gov- 
ernment’s going into the lending business. It is our considered judg- 
ment that the assumption of business risks by a Government agency 
is incompatible with individual private initiative. The lending of its 
funds or credit should not be a normal function of the Federal Gov- 
ernment in the domestic economy. 

In an addition aspect, this type of proposal is completely contrary 
to the system of private competitive capitalism which has brought 
about the advanced development of our Nation’s resources. This 
achievement has been made possible by reliance on the principle, which 
these proposals would ignore, that our resources should be channeled 
via our free market economy into the areas in which they will be most 
productive. 

As stated in the minority views in Senate Report No. 149: 

Here, we have an attempt to substitute the judgment of the Federal Govern- 
ment for the judgment of our free enterprise system, regardless of the economic 
consequences. This new concept of requiring the Federal Government to main- 
tain the status quo is contrary to the past economic history of our country. 

The face of our economy is rapidly changing. New products and 
new techniques are continually emerging. Our industrial map un- 
dergoes constant transformation. Need for greater space, availability 
of cheaper fuel, availability of cheaper transportation, availability 
of substitute materials, and shifting of population concentrations will 
continue to bring about industrial movements that will cure some old 
economic problems and undoubtedly create some new ones. In a dy- 
namic economy such as ours, it would be foolhardy for the Federal 
Government to attempt the impossible task of solving everyone’s prob- 
lems through efforts which can only neutralize the tremendous eco- 
nomic forces at work in this country. 

Subsistence payments: At this point, I would like to interpose a 
comment regarding the provision for subsistence payments contained 
in the bill. Such a program would be an undesirable federalized 
extension of our unemployment compensation system—completely at 
variance with, and undermining the principles of, that system. Fur- 
ther, it would be established on an arbitrary, selective, discriminatory, 
and irrational basis. The initia] authorized appropriation is $10 mil- 
lion but it is obvious that the potential expenditures could be ex- 
tremely high. The possibilities for abuse far outweigh the possibili- 
ties for constructive achievement. 

H.R. 3505 violates declared national policy of encouraging geo- 
graphical dispersal of industrial facilities. 
elgg Defense Production Act in its declaration of policy provides 

at— 


In order to insure productive capacity in the event of such an attack on the 
United States, it is the policy of the Congress to encourage the geographical 
dispersal of the industrial facilities of the United States in the interest of the 
national defense, and to discourage the concentration of such productive facilities 
within limited geographical areas which are vulnerable to attack by an enemy 
of the United States. 


Obviously, H.R. 3505 lends special encouragement to the location 
of industria] facilities within limited geographical areas which are 
to be designated on the basis of other than national defense considera- 
tions, Therefore, it runs contrary to declared national policy. 
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Favorable business climate: Unfortunately, a Federal loan and 
grant program, by attacking only the symptoms, will render a dis- 
service by lulling the citizens of certain areas into complacency con- 
cerning the real causes of localized economic inactivity. Thus, these 
real causes will never get the proper local attention they deserve, and 
economic dislocation will be perpetuated. There is real danger that 
such areas under such conditions, will become permanent wards 
of the Federal Government. 

On the other hand, many groups have vigorously tackled these real 
causes of poor local business conditions. As move and more discus- 
sion, thought, and work on these problems occurred during recent 
years, a new concept began to emerge. “his concept has become 
widely known as “Favorable Business Cli: te.” It has been defined 
as “The social, economic, and political conditions favorably affecting 
the cost and ease of operating a business enterprise for the good of 
all concerned.” Responsible citizens, in increasing numbers through- 
out the country, are getting at the job of determining the social, eco- 
nomic, and political conditions that comprise their community’s busi- 
ness climate—its climate for economic growth—and are then taking 
action to improve them. 

They are taking these community inventories and launching these 
action programs with the knowledge that their real problems will be 
solved only if they take aggressive action to build a favorable busi- 
ness climate that will make their community attractive and competi- 
tive for the long pull on its own merits. 

Business climate improvement programs include, first of all, a 
thorough appraisal to determine strengths and weaknesses of a com- 
munity’s business climate. This soul-searching study of facts helps 
establish constructive goals that are in the broad public interest. A 
priority is assigned to improvements that need to be obtained; a 
program and timetable is established for the work to be done. 

A communications program is then launched to develop broad 
citizen understanding of the business climate improvement activity. 
Everyone is told how specific goals in the program are linked to his 
individual well-being. Individual citizen interest and support is 
generated. 

Through such programs, many communities and areas are currently 
engaged in taking inventories of their physical, human, social and 
governmental assets in an effort to evaluate how they can best promote 
their own economic development. They are being aided and en- 
couraged in these endeavors by individual business enterprises and by 
various business associations and organizations. The methods, tools, 
and techniques for carrying out such programs are being upgraded 
day-by-day to a higher Jevel of perfection. Systematic gathering and 
evaluation of fundamental economic data is being employed to a much 
greater degree. Tools for evaluating the business climate elements 
in each community are evolving. For instance, there are now avail- 
able a “Guide to Making a Business Climate Appraisal,” listing over 
200 checkpoints, and a “Community Inventory,” containing 153 ques- 
tions plus a statistical section with 131 additional questions. 

A recent activity of the Weekapaug group in Rhode Island illus- 
trates how such movements can focus attention on previously neg- 
lected defects in business climate. This group has been studying 
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problem areas and action programs in Rhode Island. Their discus- 
sions turned the spotlight on the fact that Rhode Island’s flat 2.7 
percent unemployment compensation tax rate (without any experi- 
ence-rating provision to provide lower rates for employers with low 
unemployment experience) encouraged seasonal employment and 
penalized employers providing steady jobs. The first effort to remedy 
this situation failed. Although a remedial bill passed the State 
senate by a narrow margin during the 1958 session, it finally died in 
the house labor committee. Nevertheless, public interest has been 
stirred to such an extent that a special session of the general assem- 
bly passed experience-rating legislation in the latter part of 1958. 
This instance of constructive achievement also illustrates the point 
that many business climate objectives can only be attained through 
persistent effort and that initial defeats should not be allowed to 
discourage continuing endeavors. 

The Eo a ae group's great overall achievement has been the 
making of a business climate inventory and the drawing up of an 
industrial balance sheet. The latter is a statement of frank conclu- 
sions about the industrial assets and liabilities of Rhode Island. It 
represents a digest of some 2,000 pages of published economic studies 
by industrial engineers, Government commissions, and university de- 
partments. Throughout, data and conclusions from official and pro- 
fessional sources have been weighed against data and conclusions from 
private industrial sources. The plus and minus sides of industrial 
strength, labor force, management, taxes, natural resources, power 
and fuel, transportation, availability of plants and sites, research and 
education, and various intangible factors are clearly and concisely set 
forth. This will provide a firm factual foundation for future enhance- 
ment of Rhode Island’s industrial potentialities. 

As news of such events become widespread, there is no doubt that 
communities with comparable economic problems will undertake the 
job of critical self-analysis and formulation of action programs to 
improve business climate. Much remains to be done in the area of dis- 
seminating information as to the possibilities of such activities. It is 
hoped that this testimony will contribute to greater knowledge and 
interest in the nature of these problems and how they can be met, as 
well as to a greater realization that Federal Government “aid” rep- 
resents a fallacious approach to the problem of creating better business 
conditions. 

The future would appear to be bright for the encouragement of 
further efforts to create favorable business climate. This prediction 
must be tempered by the stipulation that such efforts must not be 
blunted by well-intentioned but misguided efforts to solve all our 
economic problems by the disbursement of Federal Government tax 
money. 

We feel that the favorable business climate movement represents 
the best concrete hope for sound economic growth of communities 
facing economic problems. We, therefore, respectfully urge the com- 
mittee not to report H.R. 3505 or other such bills containing similar 
proposals, on the ground that such proposals are inconsistent with, 
and detrimental to, the favorable business climate movement, and on 
the other grounds set forth in this testimony. On behalf of the asso- 
ciation and its members, I wish to express our great thanks for the 
opportunity to present our views to the committee. 
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Mr. Vantx. Mr. Smith, we would like to ask you some questions 
at this point, if it is agreeable. 

Mr. Smiru. Yes, sir. 

Mr. Vantx. Just in a nutshell, before proceeding with questions, I 
would like to state this: We on this side of the table have a problem. 
My area is not among those yet classified as a depressed area under 
any of the bills, but we have a great deal of unemployment. That is 
beside the point. Nevertheless, I recognize that some of the areas 
around the country are areas of chronic unemployment. 

In a nutshell, what would be your recommendation? What do you 
think we ought to do, if anything, to reach this problem? You rec- 
ognize it as a basic problem in America, do you not? You recognize 
the depressed areas as a problem ? 

Mr. Smirn. It is, has been, and to some degree may always be. We 
believe that the soundest approach to a solution of the problem is to 
take all steps possible to expand our economy, create new products 
through research and development, expand markets, so that greater 
employment will result. 

Mr. Vanrk. How can we specifically do that in a way that will 
help the depressed areas of the country ? 

Mr. Smiru. My own personal opinion is that the best way to do 
it would be through the adoption of a sound fiscal policy on the part 
of the Federal, State and local governments, coupled with community 
effort on the part of all citizens of the community to bring proper in- 
dustries in. Certainly, we believe in NAM, that reforming the tax 
structure would go a long way towards expanding the free enterprise 
system and bring about more employment. 

Mr. Vanrx. You are talking in a general way about what we can 
do all around the country. How can we help particular cities in 
eastern Kentucky, or West Virginia, or Illinois? 

Mr. Smiru. I might cite an example from my own experience in 
business, I have had several, where depressed areas were concerned, 
but immediately post World War II, and before I had ever heard 
mention made of favorable business climate programs, one of the worst 
depressed areas which I knew was Hardin, in southern Tllinois. The 
coal had run out and there had been considerable unemployment there 
for many years. 

One of our operations needed to expand its activities. People from 
Hardin came to us, presented their problem, urged us to establish an 
industry in Hardin, convinced us of the fact that it would be a good 
place to live and to establish a business, and we ultimately went in 
there. 

After the success we had in that operation, many other industries 
came in, and Hardin, to a considerable degree took care of its problem. 
That was by local initiative. 

Mr. Vantx. I am just checking the place you talk of. It is still 
depressed. It hasn’t changed its status at all. 

Mr. Smiru. Well, it is in the depressed labor areas, but it was 
completely depressed in 1945-46, and has lifted itself back up, so that 
there isa reasonable amount ofemployment therenow. : 

Mr. Vantx. I won’t press that any further. At this point I will ask 
Mr. Miller if he has any questions. 

Mr. Mritier. Mr. Chairman. 
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Mr. Smith, I notice that your testimony gives us a good analysis of 
H.R. 3505, and I won’t quarrel, certainly, with that analysis. I am 
sure that this committee will avail itself of your counsel, and our com- 
mittee staff will do so. 

I was struck, as the chairman was, by the absolute failure of your 
statement to suggest that there was a problem and to suggest any 
remedial action. We have had testimony from the administration, 
Mr. Mueller of the Department of Commerce, and True Morse of the 
Department of Agriculture, all attesting to the fact that there are 
these depressed areas. One of the things they have suggested is the 

ersistent nature of this depression. In other words, once you get 
into a spot like this, for example, in southern Illinois, you apparently 
stay in this kind of a depression for a long period of time. We have 
had ample testimony from many witnesses, Mr. Frankel, the Repub- 
lican mayor of Huntington, W. Va., we have had a junior chamber 
of commerce national president here from eastern Kentucky; all who 
have said that this is a national problem—not a local problem. 

They have said that the ability to lift themselves by their own boot- 
straps is impossible. 

Now, in the frame of a reference of this sort, does the National As- 
sociation of Manufacturers believe that this is a suitable subject for 
congressional action, or does it not ? 

Mr. Smiru. I would say that we do not, Congressman. 

After all, the Federal Government is certainly not in a financial 
position to embark on many more major programs, with the debt 
crowding the limit again, with a very substantial deficit in fiscal 1959, 
the possibility of one in 1960, it seems to me that many if not all of the 
States are in much better position to support a program for their own 
benefit than is the Federal Government. 

Mr. Miuier. Does that mean that the National Association of Man- 
ufacturers would place itself in opposition to the administration pro- 
posal, H.R. 4278, as well as H.R. 3505 ? 

Mr. Smirn. As a matter of principle, yes. Obviously, that is a 
somewhat better bill, in our estimation, but we are not looking neces- 
sarily and importantly at the dollar signs, we are looking at the mat- 
ter of principle. We just don’t believe that it is something for the 
Federal Government to do, and we do not believe that it will achieve 
the desired end result that way. 

Mr. Mirier. You have mentioned the rural redevelopment program 
in your testimony. Do you believe that that also should be discon- 
tinued ? 

Mr. Smiru. Yes, sir, I would say so. 

Mr. Miter. That is all, Mr. Chairman. 

Mr. VantK. Mrs. Dwyer. 

Mrs. Dwyer. No questions. 

Mr. Vanik. Mr. Johnson. 

Mr. Jounson. The administration sent down to the Congress the 
other day a foreign aid proposal to the extent of some $3.9 billion, or 
some such amount, and each past Congress has voted sums roughly 
akin to this, part of which go to develop industry and to provide em- 
ployment ana to raise the standard of living in other nations through- 


out the world. While this may not be a proper topic for the Banking 
and Currency Committee, we all vote as Members of Congress on all 
measures, and not just those before this committee. 
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Could I ask you whether you generally would tend to favor or dis- 
favor the continuation of such measures ? 

Mr. Suiru. So far as I know, the national association has taken no 
position on that subject. As an individual, I don’t profess to be an 
expert on many matters, and certainly not that one. I have talked 
with a number of Government officials concerning the foreign aid pro- 
gram, and generally they come up with the only answer that makes 
real good sense to me, that if we did not supply allied, friendly govern- 
ments with such aid, we would probably have to locate our own troops 
on their soil for defense purposes, so that in the long run it would cost 
the taxpayers of the United States far less. I am not sure that I agree 
with that. The information is not available to me to determine that. 

Mr. Jonnson. This is certainly one of the arguments upon which all 
foreign aid programs have been defended. There is a second argu- 
ment, that we ought to have some concern for the well-being of other 
nations around the world, as the richest nation in the world. 

Do you share that as a valid argument, or do you feel that that does 
not apply ? 

Mr. aren. I didn’t quite get that. 

Mr. Jonnson. The question I was asking was this: A second argu- 
ment made on behalf of foreign aid is that because we are one of the 
richest and most powerful nations in the world, we have perhaps some 
special obligation to be of assistance, through the United Nations or 
otherwise, in helping other countries of the world. Do you feel that is 
a valid or invalid argument ? 

Mr. Smiru. Well, I would consider it an invalid argument on that 
basis, if in that process we accomplish something that is to the ad- 
vantage of this country. That would be a different situation. 

Mr. Jounson. Then let me simply say that among Members of Con- 
gress there are those who would accept the argument and the question 
being put to members of this committee from time to time is that if, as 
a nation, we are spending money to help the economies of other coun- 
tries in such large amounts, are we willing, or wil] we not be willing 
to meet the needs of depressed areas in our own country ? 

I simply offer that as an indication of the kind of arguments that 
we are hearing sitting on this committee. 

Mr. Suirx. Well, could I read a position of the National Associa- 
tion of Manufacturers which touches on your last question ? 

Mr. Jounson. Certainly. 

Mr. Smiru [ reading}: 

Our continuing policy should be to foster free, competitive enterprise by private 
investment and private activity. In view of the increasing availability of funds 
from private sources, as well as from the World Bank and its affiliated Inter- 
national Finance Corporation, and the Export-Import Bank, economic assistance 
funds appropriated to the administering agency, the International Cooperation 
Administration, should not be used to finance industrialization abroad. 

Mr. Jormson. I think that is a good short statement of your posi- 
tion. I think you have done a fine job of analyzing, from your point 
of view, some of the questions involved. 

T have one or two technical questions. In your testimony you re- 
ferred to the uncertainty of the definition of what would constitute an 
area that would be eligible under this H.R. 3505. Are you aware that 
we received testimony yesterday from the Department of Commerce 
and the Department of Labor, identifying by name the major areas 
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that would be covered’ by the administration and Spence bills, and 
some smaller areas that would be so identified. So at the outset, we 
would know. There may be some discretionary authority. But the 
committee has been advised that if we pass either of these bills, a fairly 
well-specified group of communities would almost immediately be 
eligible. 

Now, is it this group, or the uncertainty with respect to other groups 
that bothers you 4 

Mr. Smiru. There are some criteria in the bill, of course. We rec- 
ognize that. I think the point that we are raising arises out of the fact 
that there are certain areas, certain yardsticks, that must be applied 
by the Administrator, and those areas declared distressed areas. But 
he also has wide latitude to determine other areas, even to enlarge what, 
for example, is the Scranton area. Is that a 5-square-mile area, or 5 
miles in diameter, or 500 square miles ? 

Mr. Jounson. You realize, of course, that he can only spend the 
money that Congress gives him, so no matter how he defines it he will 
still be on the short tether that we in the House and Senate will 
provide ? 

Mr. Smirn. That is right. 

Mr. Jounson. That is all. 

Mr. Vanik. Mr. Miller has another question. 

Mr. Mixer. In response to one of my questions, Mr. Smith, you 
said that you believed that this was a job for State and local govern- 
ments. One of the witnesses before us from the State of Pennsylvania, 
authorized to speak for the Governor of Pennsylvania, who also in- 
troduced a statement into the record, said that this legislation, H.R. 
8505, was deemed by the Governor to be the most important single 
piece of legislation before Congress in this session. He gave ample 
evidence to indicate that Pennsylvania was straining every nerve to do 
the job locally, and was still unable to do it. 

We had this same testimony from several mayors, and from some 
of our esteemed colleagues from Pennsylvania, both Republican and 


‘Democrat, amply supporting the conclusions of the Governor. 


In the face of this kind of testimony, Mr. Smith, would you still 
say that it is the duty and obligation of States and local governments 
handle this problem ? 

Mr. Smitrn. Well, in the first place, Congressman, I think perhaps 
I gave you 'the wrong impression. My statement was that I believe 
that most States, if not all of them, are in better position to finance 
a program of this sort than the Federal Government. Whether the 
program is necesary or not, I don’t know. 

Now, I would certainly dislike to take issue with Governor Law- 
rence. I don’t know enough about the financial affairs of his State to 
comment intelligently on them, but I still repeat, I think most if not 
all States are financially better able to undertake a program of their 
own than is the Federal Government. 

Mr. Miuier. Does this go to the argument that I have heard a great 
deal recently that the States have more fiscal soundness than the Fed- 
eral Government ? 

Mr. Smirn. Certainly the Federal Government is not fiscally sound, 
by our yardsticks. 

Mr. Mitier. Thank you, Mr. Smith. 
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Mr. Vantk. I have just one brief question I would like to address 
to you, Mr. Smith. As alternative to this approach, which we are 
considering in the committee, how would you feel about. providing 
something like quick tax writeoffs to industries that might locate 
in depressed areas; would you favor that approach ? 

Mr. Smirn. No; I think we would not, for the same reason, Con- 
gressman. 

Mr. Vanrk. That would be creating a more favorable business 
climate. 

Mr. Smiru. Well, but what would happen? Then it would simply 
attract an industry if the tax advantage was sufficiently great, it 
would attract an industry to move from one area to another. 

Mr. Vanik. It would expedite the “pirating” you are concerned 
with ? 

Mr. Smiru. That is right. 

Mr. Vanrik. If there are no further questions, thank you very 
much, Mr. Smith, for your splendid testimony. 

The next witness is Mr. Robert P. Lee, of the Connecticut Light & 
Power Co., on behalf of the chamber of commerce of the United 
States. 


STATEMENT OF ROBERT P. LEE, OF THE CONNECTICUT LIGHT & 
POWER CO., ON BEHALF OF THE CHAMBER OF COMMERCE OF 
THE UNITED STATES, ACCOMPANIED BY DON LESTER WAAGE, 
SECRETARY TO THE FINANCE COMMITTEE 


Mr. Vani. Mr. Lee, you may proceed. 

Mr. Ler. Gentlemen, I am Robert P. Lee. I am manager of the 
Area Development Department of the Connecticut Light & Power Co., 
a member of the Connecticut Development Council, the Area Develop- 
ment Committee of the Edison Electric Institute and chairman of the 
New England Council’s Industrial Development Committee. I 
represent today the chamber of commerce of the United States. I am 
accompanied by Don Lester Waage, secretary to the finance committee 
of the national chamber. 

Incidentally, the New England Council, an organization of the six 
New England States, set out for the economic development of that 
New England area, voted yesterday to authorize me, as chairman 
of its industrial committee, to record utes this committee the opposi- 
tion of the New England Council to H.R. 3505, and H.R. 4278, 
as written. 

I add that to the testimony following, which is presented on behalf 
of the U.S. Chamber of Commerce. 

We will comment on proposals which involve special financial as- 
sistan :e—loans and/or grants—from the Federal Government to areas 
of persistent and substantial unemployment in an effort to attract 
induscry to these areas so as to reduce unemployment. 

The national chamber opposes H.R. 3505 and related bills. That 
would cover the Senate versions similar to the Spence and Kilburn 
bills. 

We do not believe special Federal financial assistance is necessary. 
More important, we are concerned over the inequities and long-run 
implications of this legislation. And, with all the problems that 
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would be raised, we do not believe that any Federal program could 
be effective in solving the basic problem of chronic localized unem- 
ployment. 

The work already done, the means sought out and exploited in the 
States most concerned with the problem provide testimony to the 
effect that there are other sources of credit and assistance to com- 
munities suffering chronic unemployment or underemployment. 

As long ago as last April, the U.S. Department of Commerce re- 
ported in its “Area Trend Series—No, 3” regarding statewide indus- 
trial development credit corporations and State development au- 
thorities that there were 14 States and the Territory of Hawaii with 
such organizations in being, and 16 States are actively considering 
such devices for financing plant construction and other credit assist- 
ance. There are already 30 States with practical patterns to follow 
without any new Federal program. 

This report states in its introduction : 


During the past 10 years, two new types of credit organizations have evolved 
at the State level to help finance economic development—the statewide develop- 
ment credit corporation and the State development authority. Purpose of both 
is to provide long-term risk capital to promising new and expanding industries 
that find themselves unable to meet the loan requirement of commercial banks 
and other financial institutions. Although both organizations derive from special 
legislation, the basic difference between them is the credit corporation is a 
private organization depending entirely upon private sources to develop a loan 
fund. The authority, on the other hand, is an arm of the State government 
with its loan fund originating, at least in part, from public sources. 


In the report of the Northeastern Conference of Development Credit 
Corporations of October 7, 1958, a listing of investments in new 
buildings shows: 


INVESTMENT IN NEW BUILDINGS 


Massachusetts: 31 loans on new buildings, 1 million square feet, $8.5 million 
total cost. Loans $2,623,000. 
vy Hampshire: 21 loans, 470,000 square feet, $2,925,000 total cost. Loans 

,000. 

Rhode Island: 7 loans on 7 buildings, 300,000 square feet, $1.9 million cost. 
Loans $625,000. 

Connecticut; 9 loans, 55,100 square feet, $3,490,000 cost. Loans, $846,500. 

Maine: 14 loans, 333,000 square feet, $2,933,500 total cost. Loans $729,375. 


New York: 20 loans, 665,000 square feet, $4,327,000 cost. This six-State in- 
vestment totals $8,167,375. 


The North Carolina Development Corp., a privately financed state- 
wide group, closed the year 1958 with a total of 19 loans for $2,252,000. 
Of this total, 69 percent was for investment in new buildings, 17 per- 
cent machinery loans, and 12 percent for working capital. 

The Pennsylvania Industrial Development Authority in its “Re- 

rt No. 3, A Summary of Loan Activities—July 31, 1956 to Decem- 

r31, 1958,” forward states: 


The Pennsylvania Industrial Development Authority, an instrumentality of 
the Commonwealth, makes industrial construction loans to community nonprofit 
industrial development corporations. Authority loans may be for as much as 
80 percent of the cost of land, buildings and improvements; the community cor- 
porations are required to inject at least 20 percent of the cost and arrange for 
the balance of the financing from financial institutions or other private sources. 
The loans are restricted to critical economical areas of the Commonwealth. 

Under these arrangements, the authority has made 72 loan commitments total- 
ling $8,173,255.40 during the first 29 months of its life, to date: 11,916 new 
factory jobs are planned by company managements in the plants and expansions 


_ being financed under the plan; new annual payrolls are estimated at $38,579,500. 
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Total building, land, and improvement costs involved in the 72 projects come 
to $24,444,376. Of that sum—in addition to the loans of the authority—com- 
munities, banks, insurance companies, and other private financial sources are 
supplying $16,271,121. 

It is worthy of note that the Pennsylvania Industrial Development 
Authority activities are limited to “critical economic areas” of the 
Commonwealth of Pennsylvania, and that though the northeastern 
credit corporations are not similarly restricted by charter, a natural 
priority would be given to distressed areas in fulfilling the purposes 
of the corporations. 

I sat for many years on the board of directors of the Connecticut 
Development Corp., and I can testify that this is definitely the policy. 

Now, I would like to discuss the inequities and longrun implications 
of this legislation. 

The Federal Government should not help some communities attract 
industries and jobs at the expense of others. In every State, com- 
munities are competing for new industry and many are trying to hold 
what they now have. 

We do not believe that it is a proper function of the Federal Gov- 
ernment to tax healthy economic areas in an effort to induce industry 
to locate in less healthy areas. This is the essence of this proposed 
program: it would penalize success. Subsidy through lower cost, 
longer term plant financing for the expansion program of one com- 
pany, benefiting through taxes paid by its competitor, would provide 
an obviously unfair advantage over that competitor. Asan illustration 
of this point, I would like to offer a hypothetical, but. by no means 
unrealistic example. 

Two typewriter companies, company X and company Y, now have 
major plants Jocated in Hartford, Conn. Typewriters can be manu- 
factured economically without serious problems in raw material orien- 
tation and, because of small bulk, only minor restriction of market 
orientation. Thus. they might be equally well produced in Hartford 
or Distressville. If company X required expansion and undertook 
this at or near its present location, the Federal Government under 
the proposed programs would offer no assistance in financing. Let 
us assume that the management decided, on the basis of other factors, 
to build its plant addition locally. Let us then assume that company 
Y took advantage of the Federal facility and any other programs of 
the State and local community, and built its new plant in Distress- 
ville, For the part the Federal Government played in this project. 
company Y would be subsidized at the expense of company X—both 
paving Federal taxes. 

Tf the Distressville location had been chosen similarly for facility 
in financing, but only the local community and the State development 
authority were involved people in the Hartford area might be equally 
robbed of new job opportunities—which their growing population 
would need—but it would have been as a result of fair competition. 
Hartford could do what Distressville could. if it chose—so could the 
State of Connecticut, if it chose. or it could lose in a fair fieht. In 
this latter competition, at least, it wouldn’t be Hartford dollars that 
built the plant in Distressville. 

Hartford may not be the best example to use, because it has never 


had a labor surplus classification to qualify under programs: like | 


those proposed. We might use Bridgeport or Waterbury, Conn., 
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now with labor surpluses; but still, right now, not meeting the mini- 
mum standards of either bill. And certainly not the standards of the 
Douglas bill, as it went to the floor, with the administration type 

roposals, Think what it could mean to communities facing serious 
Bectine but not quite qualified, if competing communities could in- 
duce plant expansions from the locality because of an immediate 
project of expansion of an industry, when today those new job op- 
portunities are desperately needed, and only tomorrow can they 
qualified—too late—for Federal largesse. 

Within my State, right now, the Danielson labor market area 

ualifies. Present plans of local industry—new firms who located 
there during the past 3 years—call for expansions of their newly 
started labor forces which look extremely promising for a prosperity 
never known in the area. At the same time, Waterbury, not pres- 
ently qualified, but with designation as a class E area—faced with a 
major adjustment in the markets of the Big Three of the Nation’s 
brass industry—too much of it has moved to Ohio, I am afraid—needs 
to retain what it has and replace industry already lost. The Federal 
Government would continue to help the Danielson area and refuse 
to help areas conceivably headed for worse conditions. 

In my Senate testimony, Senator Douglas questioned this point 
and indicated that it was apparently his intent that the Administrator 
could intelligently look to an obvious future decline and grant loans. 
We then had an interesting colloquy on whether the Administrator 
was going to be a freewheeling czar, able to say, “We are going to 
do this for Waterbury,” but this major problem, the wrong location 
for the production of brass, means Waterbury will become a dis- 
tressed area. You know the fun we had then, because no one could 
agree on the definition. This is one of the obstacles that your com- 
mittee needs carefully to consider. 

Now, the city of Waterbury and the State of Connecticut can and 
will build to a stronger economy, salvaging what they have, nur- 
turing it and adding to it with the vitality and drive that spell in- 
vincibility, but it would be unfortunate if legislation were to be 
adopted to interfere with and to damage our efforts with our own 
tax dollars. 

Certainly Mrs. Dwyer’s State would be similar for consideration. 
Highly diversified industry, intense settlement of industry, the major 
distressed areas qualifying, quite to the contrary, have been one- 
industry or one- or two-industry towns, whether it is coal mining or 
railroad shops, and it is a serious problem for those States now, with 
unemployment problems, but with a broadly diversified and intensely 
settled industry. 

We are the generators and incubators of new industry. From a 
selfish viewpoint, we should fight very hard against this type of 
legislation. I am trying to be objective in this and consider the 
50-State total. 

I have made reference to Connecticut and some of its communities 
only to illustrate a point. I am not pleading on behalf of a single 
city or a single region, but on behalf of the many States, cities, and 
zogions whose problems may be the same as those in the examples 
cited. 


38046—59——_40 
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Earlier, I said that a Federal program would not be effective in 
solning the problem. I noticed Mr. Smith used that argument, too— 
I thought rather effectively. 

Let me expand on that point. A brief.examination of the types of 
prospects we work with in the field of industrial development may cast 
more light on the ineffectiveness of the proposed program. By “we” 
I mean those of us professionally engaged every day of our lives in 
plant location work. 

Let us consider the major manufacturer, the large employer—the 
“blue chip.” Such companies have a demand for the branch plant 
type of expansion. In this sense they are good prospects for any area 
that. fits basic locational requirements. Do they need Federal help 
in financing plants—even if they do not. wish to invest their own 
capital in bricks and mortar? Of course not. Would they take ad- 
vantage of such a program as that proposed? Certainly, if the loca- 
tion fits their requirements, Would they take advantage of the pro- 
gram if the location did not fit their requirements? Certainly not. 

This would be unsound, improper location, and no major company 
ever established would ever undertake, simply for a few percentage 
points advantage in the financing of a plant, to offset the other eco- 
nomic factors. 

When I say that they would use the program if the rest of the 
factors added up, I might well illustrate this by citing the example 
of a major automotive manufacturer’s new plant in Scranton—built 
with State development authority assistance. Without assistance, 
they would have built the plant in the area because of its market 
orientation, and other factors. 

If this program is not meant, to take care of the industrial giants 
with top credit rating—and I presume it is not; the Senate committee 
said it is not intended to take care of the problem of the industrial 
“blue chips”—let us consider another type of prospect in industrial 
development: the small- or medium-sized manufacturer operating 
with one plant and without practical possibilities of establishing 
branch plants anywhere. 

Relocation ofan industry in its full sense is prevented by all the 
provisions in the bills being considered. 

He might need to expand; he might need new facilities involving 
relocation of his plant. Relocation of an industry is prohibited in 
the provisions of bills being considered. This one-plant type of 
prospect. is the most.prevalent in the business of plant location. __ 

The program then is not necessary in the case of the “blue chip” 
manufacturers who have branches or expanded facilities to spread 
around the country. It cannot be used for the small manufacturer 
whose business doesn’t warrant operation of more than one facility. 

Now there is a small minority, a fraction of all the “plants on the 
move” in this country that might be able to use the credit facility 
proposed or that might properly qualify from the standpoint of 
nee 
Can we afford to undertake a vast new program with the tax dollars 
of all the people, subsidizing a small fraction of America’s industry 
and a Son neunber of its communities? 

The relocation of a job in any given area means one less job avail- 
able in another. I certainly am excluding the plant construction 
building trades job opportunities. But any manufacturing job 














=~ — lO ee Ne ee” ee ee ee 


~n" mm TH Tr 








ed 


Ves oS ee CO 


oF 


y 
> 
n 
f 


n 


b 











AREA REDEVELOPMENT ACT 611 


preted in one area means one less manufacturing job located in an- 
other. 

Thus, the job opportunities that may be needed in Minneapolis to 
insure employment for a growing work force, and that otherwise 
might be made available in Minneapolis will, instead, through the 
assistance of the Federal Government be located in a currently de- 
pressed area. The long-term implication is obvious—new areas of 
chronic unemployment might be artifically created by the very pro- 
gram intended to alleviate the problem. It should be borne in mind 
that it is consumer demand and not available plant space that creates 
job opportunities. 

Help to areas whose problems are created through exhaustion of re- 
sources or other bases for original settlement cannot be effective unless 
such communities or areas have other qualifications to merit plant lo- 
cation. In some cases there is no solution but the mobility of our pop- 
ulation. This mobility may not be all bad. 

I would like to depart for a moment with respect to our absent 
chairman to say that I am from the largest State of the Nation, and I 
was born on a small island on the Bering Sea, St. Michael Island. 
When I was there as a boy, the community was a thriving one. The 
community exceeded 2,000. There was a regiment of U.S. troops 
there, and this, of course, represented a need for some commercial 
activity. But more importantly, there was a thriving industry, the 
gold strike in the Yukon area. And St. Michael Island was the trans- 
fer point for all Alaskan oceangoing shipping that was to be trans- 
ferred to the Yukon River bottoms. So with dock facilities and the 
warehouses and with the Government facility on the island, my father, 
the U.S. marshal there, we had really a very lively town—a small tribe 
of Eskimos, a lot of white people, gold miners, coming into town and 
and spending dollars. And you know, today there are only a hundred 
people left on that island, and I could get slobberingly sentimental 
about it, but I certainly could not ask this Congress or any agency 
of the Federal Government, should somehow try to fight back and 
restore the job opportunities that existed there. And they were good 
job opportunities. Eggs were a dollar a basket, and the jobs avail- 
able paid corresponding wages. 

This, I realize, is an extreme example. It may not seem pertinent, 
but I hope it illustrates the point. Why did I go down to Connecticut ? 
Would it have been better to have stayed on St. Michael Island, static, 
immobile, or to find a considerably more favorable climate for occupa- 
tion? This may be the severe, the heart-rendering necessity of many 
communities. 

Why did St. Michael Island decline? Because the U.S. Army de- 
cided it was not strategic to keep a regiment of troops there. The 
gold rush had declined sufficiently so that Yukon River traffic into the 
gold fields was vastly reduced. 

And then, strangely, technology developed transportation facilities 
which no longer demanded that the only way to get freight into Alaska 
was up through the Pacific to St. Michael Island and to transfer to 
the Yukon River. The Alaskan Railroad, the highway, and more im- 
portantly than that, the air transportation, removed the necessity for 
that thriving community. I don’t think we should try to revive it, 
much as I love that little piece of the greatest State in the Nation. 
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If a company grows rapidly—needs more employees than are made 
available by births in an area, it must draw from other areas to man 
its plant. It would be ridiculous to try to hold all people static, in 
a single place of residence and expect employers to so split up their 
plants that they would establish many separate branches, uncoordi- 
nated, in various areas that had declined or never developed. 

East Hartford needed people. They came down and worked in 
East Hartford. If they had not been available we presume the thing 
to do would have been to put a smaller inefficient plant of United 
Aircraft up in the Stanford area. 

The runaway shop clauses in these bills are certainly awkard. Let 
us suppose that in a period of rising demand, a manufacturer estab- 
lished a branch or second plant in a depressed area with Federal as- 
sistance in financing. Let us further assume that he occupied his new 
plant for a few years and during the next “dip” in the business of the 
firm he had to cut back some operations—reduce output. If he re- 
duced the work force in his original plant and held the full force in 
the new one, would this represent a transfer of jobs? If he finally 
had to close one plant for lack of business—would it be a violation of 
his loan agreement if he closed the old one? If so, would the Federal 
Government call his loan and maybe put him completely out of 
business ? 

If, in a new plant established through this program, business suf- 
fers due to poor management or good management and a poor market 
condition, can the Government then stop helping the project it started / 
Is there a moral obligation to continue subsidy to a business venture 
in the first instance nurtured through subsidy? Questions of this sort 
are difficult to answer. Experience with agricultural subsidies, for 
instance, illustrate the difficulty of terminating any program of Fed- 
eral aid once it has become established. Can we let this happen to the 
American manufacturing industry? It is the first steps that seem 
so mild, so meritorious that begin such massive programs. 

We all believe in doing something for the chronically depressed 
situations. 

In summary, the national chamber is opposed to this type of legisla- 
tion because : 

1. Merely building industrial plants in an area does not guarantee 
its economic revival. I think I might point out that it would be 
rather difficult, in the light of situations in Harlan County, Ky., or 
in the State of Michigan, merely because some fine plant facilities 
were available, in today’s economy and psychology of manufacturers 
concerning plant location, it would be pretty difficult to sell them either 
of those locations, even if there were a fine building at the lowest con- 
ceivable rental possible. I think that is a very important part of why 
this program cannot work for some of the major areas of distress. 

2. Gross inequities and discriminations would be inevitable under 
any Federal program. 

3. There is no way to write into the law any real prohibition against 
jobs simply being transferred from one area to another. a 

4. The Federal Government should not help some communities 
attract industries and jobs at the expense of others. 

5. Inevitably, if a Federal program in this field is launched it will 


grow. 
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6. A Federal assistance program could easily lead to subsidizing 
inefficient make-work type devices. 

7. The chamber opposes as well, the public debt transaction tech- 
nique contained in H.R. 3505 and related bills, and recommends that 
all Federal funds be provided through the appropriations process. 

I notice Congressman Johnson referred to the control of ppecenese 
tions, that the program would be held in check, We would ope that 
if the program is adopted it will be through the appropriations 
process rather than through the debt process. 

8. There is urgent need to avoid unnecessary Government spending. 

As I said in the beginning, communities and States can and are 
solving the problem of the depressed area, But in doing so, they are 
going way beyond provision for technical and financial assistance. 

Out of many years’ experience in industrial development, I can 
say to you with the utmost conviction that one of the prime factors 
in community development is what we think of as a good business 
climate. This involves many things such as local tax laws, the quality 
of local government and its attitude toward industry, the culture of 
peaceful labor-management relations and the provision of civic oppor- 
tunities that make community life attractive. Without this favorable 
business climate, industry will fail and new firms will not locate in the 
area regardless of the availability of financial resources. | 

Where the financial aid is developed locally, there is not only an 
understanding of this problem but a willingness to follow financial 
aid with a community betterment program that makes industrial 
success much more likely. ; . 

I thank you for your tolerance, gentlemen. I will be very happy if 
you have a question or two, to try to reply. , 

Mr. Vantx. Mr. Lee, I have one question I would like to ask you. 
Just a few days ago, representatives of the national chamber were 
here asking us to participate, and they ay prevailed upon 
us, in the International Bank for Reconstruction. That involves some 
$4 billion for just this same kind of program, everywhere else outside 
the country, in all parts of the world. How do you reconcile your 
position of no support for depressed areas in America alongside this 
other position ? 

Just a few days ago, we set up this monetary fund for the develop- 
ment of enterprise all over the world, and it was supported by the 
chamber. 

Mr. Ler. Mr. Chairman, if I really believed that anything outlined 
in the program of these bills before us would facilitate the industrial 
development, the growth of the manufacturing economy of this coun- 
try, I am sure I would not be appearing before you today in Mena 
tion, though my personal philosophy may be to the right of McKinley, 
I try to stay broadminded enough, realizing I am living in 1959, and 
the Government does play a role. You will notice I have expressed no 
objection to Pennsylvania using its own tax sources. 

Mr. Vanix. This is Federal money your organization has asked us 
to appropriate for these other purposes. 

Mr, Ler. I would like to point out that. I am in the industrial de- 
velopment business, I want to be as helpful as possible to this com- 
mittee. I am not an economist, even though I am a member of the 
economic policy committee of the U.S. chamber—— 
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Mr. Vanrx. But you speak here today for the national chamber? 

Mr. Ler. Yes, sir. 

Mr. Vanix. I am only talking about the national chamber’s position 
which you have expressed on depressed areas. How can you, on one 
hand, express opposition to the appropriation of any money for the 
aid of distressed areas in the United States of America, and at the 
same time urge, as you have successfully urged this committee, just a 
few days ago, support a program of $ billion for an identical program 
all over the world ¢ 

Do you deny to American enterprise and communities what you 
urge us to provide for all of the various nations in the world that par- 
ticipate in the program ? 

r. Ler. I could perhaps answer that inexpertly, Mr. Chairman. 
I thought I was here, though representing the chamber, to testify on 
the Spence bill, Kilburn bill, and/or others. 

Mr. Vanix. That is right. 

Mr. Ler. I did‘ not find the international reference in any of those 
bills, and have not prepared myself to respond. If I give you an 
answer, it is an amateur answer. I had Seymour Harris, of Harvard, 
Professor Miernyk, of Northeastern, Dr. Burke, of Yale, in a panel 
conference yesterday, and they were talking on this distressed-area 
subject. It was after their debate that the New England council voted 
in opposition to it. I realized how little I know about international 
economics, because this same subject came up, and I would rather leave 
it to those who are more expert in the field. But on plant relocation 
in the United States, and even on the Continent, where I have served 
as an international adviser, I am most happy to answer any questions 
you may have. 

Mr. Vanrx. Well, I won’t press this any further. I will simply 
direct your attention to the hearings on the Bretton Woods Agreements 
Act, page 74. There is a statement of the chamber of commerce on 
H.R. 4452 and H.R. 4453. I merely bring up the point because I was 
searching for some area of consistency. We will proceed to questions. 

Mr. Milliken. 

Mr. Mirzirxen. I don’t have any questions. I will say the gentle- 
man did present his case very well, very clearly, and deserves a great 
deal of credit for the work he has done in getting up this information 
for the benefit of the country. 

Do you feel—and maybe I am prejudiced, but I have always felt 
that the local government—I mean by that the local schools, the local 
counties, and the county governments—have a great deal to do with at- 
tracting industry into a community. I don’t know whether or not 
that has any bearing on it. 

Mr. Ler. I think it certainly has, and incidentally, though financ- 
ing doesn’t seem important, you folks in Pennsylvania have given us 
a lot to worry about in Connecticut, because of this presumed hundred 
percent financing available. Actually, it affects relatively few com- 
panies, as I indicated earlier. But it is a beautiful promotional 

iece. 

P In one of the major distressed areas, West Virginia, T was inter- 
ested when Senator Robert Byrd questioned me on what I would 
recommend for West Virginia, which has a distressed situation. Cer- 
tainly it was nice to first reply that when an industry finds a neces- 
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sity to locate in such an area, it will, and the Kaiser aluminum plant 
is a beautiful example. 

But I then, with some temerity, asked hin three questions: Does 
West Virginia have a State development credit corporation? His 
reply was “No.” ; 

Does the State of West Virginia have a State industrial financing 
authority? His answer was “No.” 

Does it have any considerable number of loca] industrial founda- 
tions¢ The answer was “No.” 

I had no more questions. 

Mr. Vanik. You could have asked him whether West Virginia could 
raise any money to achieve any loan funds. 

Mr. Ler. Now wait a minute, I have gone into Danielson, Conn., 
when it was at the bottom of the barrel, and if you look historically 
at distressed areas you will see that was real distressed from the loss 
of textiles, and in 10 days those people, at $10 a share, sold $150,000 
worth of stock. Now, this is just a little piece of the million and a 
quarter dollars’ glass plant that was built there, but it is all that was 
necessary, if there is any imagination in the industrial developers 
concerned. Because from that $150,000 we added $200,000 from the 
Connecticut Development Credit Corp. Then no lending institution 
in the country would take the senior position, so we went chasing 
down to New Jersey and found an investor who was willing to do it. 

We had the plant no more than built when the improvement in busi- 
ness of the glass company warranted Connecticut General Insurance 
Co. coming in and picking up the tab, and only last month they an- 
nounced that they would precisely double the capacity, and this time 
the glass company didn’t have to come to the foundation or the credit 
Paporstion. Connecticut generally was willing to pick up the tab. 

his kind of development just calls for a live, effective approach. 
I think Pennsylvania has done a marvelous job. The thing that fas- 
cinates me is, listening to the testimony a week or so ago before this 
committee, when Mr, Tiemiller was here, Wilkes-Barre came into the 
icture. The unemployment condition has continued to be serious. 
et the growth of job opportunities has been fantastic. This just 
demonstrates the mobility of people, as Wilkes-Barre has become a 
source of good, effective development, then other communities within 
and without Pennsylvania, where there are not such good job oppor- 
tunities, even so, it 1s a distressed area, migrate to the area. 

This was demonstrated by his statistics, and I was pleased to hear 
them, because I have known, working in this business every day, that 
ithappens. You still have a distressed situation, but it is better than 
the situation somewhere else, and this causes migration. 

Mr. Vanix. Any further questons, Mr. Milliken. 

Mr. Miuuriken. No, sir. 

Mr. VantK. Mr. Miller. 

Mr. Mitier. Mr. Lee, I wouldn’t quarrel with your presentation. 
Certainly you have made an excellent presentation, which we will 
certainly pay attention to in our study of this bill, H.R. 3505. 

I would like to ask you a couple of questions, however. 

First of all, what kind of association is the New England Council? 

Is that associated with the chamber of commerce? 

Mr. Lez. No, sir, it is the New England Council, the six Governors 
of the New England States established this in 1925. They have quar- 
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terly and annual meetings. The principal membership is business- 
men, but it includes all of the government agencies, including the ex- 
ecutive heads of the six States. The council operates on the demo- 
cratic principles of most associations. Policy is established through 
a long hassle and argument and discontent, and so forth, and this 
problem was thrashed out. It is representative of a considerable 
number of areas where there is distress. 

I was fascinated yesterday to listen to Adolph Schmidt, head of 
the Rhode Island Land Development Council. He was one of the 
most outspoken in favor of the council voting that I could appear 
today in opposition, and he did it quite on an intelligent basis. 

Mr. Mitier. He was the representative of whom? 

Mr. Ler. The Governor of the State of Rhode Island. The head 
of the State development commission, as Bill Davlin in Pennsylvania, 
as Mr. McCarthy used to be in Ohio. 

Mr. Mirixr. Of the Rhode Island Industrial Corp. ? 

Mr. Ler. No, sir, the Rhode Island Development Council is the 
State agency, just as a department of commerce might be titled in 
other States. 

Mr. Miter. All right. Now, in connection with these industrial 
development agencies, we have had considerable conflicting opinion 
before this comimttee. 

Mr. Bass, one of my colleagues, has said that it has worked very 
well. We have had testimony from Dr. Sonne. And we have had 
testimony from Mr. Bingham, of Tennessee, who said he has made 
a personal reconnaissance of the New England situation, and reported 
it to be an insufficient approach to the problem. 

You have testified at the bottom of page 1, and subsequently of 
your statement, that this is one of the major ways of handling it. 
Would you be able to briefly indicate whether or not this is a suffi- 
cient approach to this problem ? 

Mr. Ler. It will never solve entirely the problem of distressed 
areas, and I thought I illustrated that with my move from St. 
Michael, Alaska. It will, however, solve problems which lend them- 
selves to reasonable economic solution. I wish I knew what to do about 
the older citizens, who are immobile. 

We had this so beautifully illustrated at the time that Eber- 
hard-Faber Pencil Co. sought a new location. In Connecticut we 
had the Cluett-Peabody textile mill, which closed down, 1,100 people 
out of work, and the buildings were such that their engineers figured 
they could use them 93 or 94 percent as effectively as a modern one- 
story structure, even though multiple-storied. 

Now, the problem locally there was a very serious one, the most 
frustrating experience of my life. I convinced the board of directors 
of Eberhard-Faber they should buy that plant and move into it. 
They spent thousands in engineering. But, locally, people felt that 
the ide loom fixers, the older textile workers, would not have em- 
ployment. They didn’t know much about this pencil company that 
was coming in. They said, “Well, wouldn’t they just hire the younger 
workers?” And I was honest and answered “Probably, yes.” They 
have a very generous pension program that makes it prohibitive to go 
much above 45. 

Then Professor Miernyck came down to that community and gave 
a lecture on the problem of the older displaced textile workers, how 
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they don’t get reemployed. And all the young people in that town 
started moving out. The postmaster reported to me that in 1 year, 
1956, there were more moves out than in the preceding 50 years 
in the records of the post office. But the old folks wouldn’t move. 

Mr. Mixier. Of course, Mr. Lee, my question, or at least the in- 
tent of Py question, was not as to the persistency of this distressed 
area problem, which was going to be my next subject in a moment. 
My question was: Do you feel industrial development agencies are 
able to handle the problem; or not ? 

Mr. Luz. I feel they are, to the limit that it can be handled. Ther 
will be hard cores of chronic unemployment in certain areas, lacking 
either the resources that established them, the geography that per- 
mitted their economic activity, or, three, the business climate. I still 
say that is an important one, and I don’t know anybody who wants 
to move into a State that has to borrow from its taxpayers in ad- 
vance, or a place—when I listened to Representative Flood talk about 
the problems in eastern Connecticut just a couple of weeks ago, it 
almost brought tears to my eyes; people in breadlines, dying, starving. 
That was the testimony. Yet I picked up the paper the next day and 
there was a nice little strike starting. I hs up the paper day 
before yesterday and it has turned into violence. 

Do you think that is the way to attract industry? This is the kind 
of problem which is terribly exaggerated. In Waterbury we had a 
het reputation for CIO activity some years ago. That thing traveled 
all over the country. I can be in Chicago or Sacramento talking 
to people, and they say, “That has a bad labor reputation; hasn’t it? 

Mr. Mitirr. Mr. Lee, my next question refers to your testimony on 
page 5, the middle of the page there. Certainly if we accept your 
premises we certainly could not deny that you have made a conclusive 
case subsequent to page 5. But I wonder if it would be accurate to say 
that, whether we want to or not, we are assessed in the haelthy areas, 
for the distress in the unhealthy areas. If you think of it as merely 
moving one plant to another, pirating one plant from one area to 
another, then unquestionably you can make out a good case. But if 

ou accept the premise that we in California are paying for distress 
in Pennsylvania, for ignorance in the South, then quite apparent] 
these premises do not operate, and your conclusions must perforce fall. 

Do you accept this kind of an analysis or do you reject it ? 

Mr. Lee. Well, I would state that I would a lot rather pay, from 
Connecticut, the State of the highest per capita income, I would 
rather pay dollars in any type of subsidy to less privileged areas than 
dollars which would tend to induce the very thing that makes us a 
healthy and profitable State. I will give the dollars out of Connecti- 
cut to the old folks who can’t-move from Harlan County, Ky., but 
I don’t want to give them our business. I don’t want to give them 
our job opportunities that we need so we don’t become like that in the 
next decade. 

Mr. Mitier. That is all. 

Mr. Vanix. Mr. Johnson ? 

Mr. Jonnson. I congratulate you on a fine statement. As one who 
has wrestled through the problems of land economics with students, 
and wrestled in the State legislature, and in the Governor’s office to 
create a State agency to do this in my own State, Ihave a great deal of 
sympathy for much that you say. 
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I have two somewhat technical but I think significant points to raise 
with you. 

Your premise that the most likely shift would be either to move 
a branch or a big plant, or to pick up one plant and move it to another 
State rules out, it seems to me, at least two other kinds of situations 
that could obtain. One other alternative would be the expansion of 
an existing economic base that somehow suffers from want of capacity 
to attract capital. And we have heard testimony before this com- 
mittee that that situation obtains. 

And the second alternative that you rule out altogether, and some- 
what surprisingly, is the notion that there might be a new firm, some 
new process, some new creative opportunity which would really take 
fire and succeed in this community. 

Would you care to comment on those two propositions ? 

Mr. Ler. Yes; I would. I would say that where an expansion of a 
plant, in its present location, is called for—and I have watched this 
over the years and helped a great many people, take them by the hand 
to the banks and other places, sources that in some cases turned them 
down—if it is a promising organization, and in a community that 
likes the company, I have not ever found it to be the case where a 
needed expansion could not be financed even without the help of the 
State Development Credit Corp. or some other special facility. 

It has been true in this country for many, many years. The mar- 
ginal operator who does not have a proper warrant to expand, 
strangely, sadly, tragically, should not be helped. 

Now, the expansion of plants can be done, if it is in the area where 
it is, and he needs to build an addition, and he is a good citizen of 
the community, he cannot fail. 

Mr. Jounson. Well, if the people of these communities thought 
that was true I am sure they wouldn’t have come here to testify. I 
am not going to debate the point. I think it is a matter of judgment. 

Mr. Lee. Do you know what it is, it is an excuse. It is the constant 
excuse of industrial agents who have failed to make a sale. “Well,” 
they say, “We would have had them there but there was no way to 
finance them.” That is anathema to us. 

Mr. Jounson. I wish there were more people like yourself to move 
into these communities, because I am sure that with your talent you 
would be an asset. If we could multiply you about 150 times, probably 
our problem would be resolved. 

Mr. Ler. What was your second question ? 

Mr. Jounson. My second question relates to the definition of the 
word “subsidy.” In your testimony you refer to the money which the 
Federal Government might loan to a private corporation at an in- 
terest equal to or somewhat greater than the Federal rate of interest, 
asa subsidy. I would be interested in knowing what you mean by the 
word “subsidy” under those circumstances. 

Mr. Ler. Well, the lower rate of interest represents a cost, in ap- 
propriations, I hope, perhaps even in borrowing, but the fact that 
this money would have been available from normal sources, let us 
say, in the 414- or 5- or 6-percent category, in certain categories, and 
certain communities cannot get the advantage of the 214 percent, or 
what have you, of Federal money, the Federal agency is then sub- 
sidizing one community at the expense of the other. 
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I know that you know that you cannot earmark funds without its 
representing a cost, an expense, to the Federal Government. It 
isn’t just something we could print on presses. Certainly from your 
background you could answer that question better than I ot I 
think you have got the sense that the part of the subsidy that I mean 
is the differential. 

Mr. Jounson. It is the differential advantage. 

Mr. Ler. That is right. 

Mr. Jounson. I spoke yesterday about the debasement of the 
language, and here, again, | think is a case of debasing the language. 
If a subsidy is any differential advantage, then every businessman is 
constantly looking for every subsidy he can get his hands on. A new 
pases which gives him an advantage would, by that concept, be a 
subsidy. 

Mr. a But it is not provided by the tax dollars of his competitors. 

Mr. JoHNsoNn. That brings me back to your testimony, and also this 
bill. I have combed the bill, and I find nothing in here where the 
taxpayer is contributing anything except the loan of his credit to 
this corporation. The Treasury will receive back every dollar given 
out to the corporation with more than enough interest to pay the 
interest on the debt in the event that we borrow the money to make 
the loan. Consequently, if “subsidy” means what it nice, means, 
the use of public funds for private purposes; then the word has no 
place here. 

Mr. Ler. My interpretation of it would. Of course you are ex- 
cluding the $75 million of grants. 

Mr. Jounson. That is for public purposes, and in your own testi- 
mony you call for this by inference. In the closing paragraph of 
your testimony you say, as every good industrial location specialist 
should say, that the way for communities to attract industry is to 
be attractive, and to have civic opportunities to make community life 
attractive. I read there, recreation centers, sewage disposal plants, 
decent roads. Under those circumstances I would say that you have 
asked us, not perhaps in H.R. 3505, to vote for those things, and I 
can’t find that you can properly criticize us. 

Mr. Ler. I can see the use of public funds for public purposes as 
a proper use. It is the differential of interest, and I think you notice 
I started to answer that as my first point. 

I have, too, a very real fear that once you start this it is very, very 
difficult not to spread it a little more. You see, Bridgeport and 
Waterbury couldn’t qualify. What do you think the Congressmen 
and Senators concerned with those areas willdo? Next month Water- 
bury will qualify. But some other community won’t. This leads to 
a need to redefine eligibility. 

The rates of interest, incidentally, I hope are clearly designated 
as the fractional percent above the long-term obligations, and Mr. 
Douglas, again, though it is not written into the bill, said it was his 
intent that this refer only to the percentage of long-term and not the 
bulk of long- and short-term obligations. At least, we are giving a 
little less subsidy. 

Mr. Jounson. I have one comment for the record. That is simply 
the statement that if, as a total national economy, we fail to promote 
and maintain a high level of production, employment, and purchas- 
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ing power, then I think your last comment is completely correct, and 
that this Congress and succeeding Congresses will be under pressure 
to treat more and more depressed communities as worthy of additional 
Federal aid. 

It is certainly my profound hope that the administration and the 
Congress can cooperate with respect to fiscal policy, monetary policy, 
and the whole gamut of our Federal programs, so that the general 
situation facing the American communities will be one of high pros- 
yeny due to the private initiative of groups such as you represent. 

hope that this bill will never deal with more than that handful of 
areas which have somehow failed to make the grade by conventional 
routes. Perhaps none of us look on this bill with positive assurance 
that it will work, but we are being asked by those who are desperate 
to dosomething, and this is the best we can think of. 

If you can find better answers we would be happy to hear them. 

Mr. Lee. I wish it would be better because one of the most pitiful 
things is the dilution 

Mr. Mirxer. I hesitate to break in for a question, but it has been 
so persistently before this committee that I feel we should get an 
answer to it from the chamber. That is this: Many, many witnesses 
have testified to the national nature of this problem, and I have found 
more instruction in your asides, by the way, than in your prepared 
testimony. You said, I think on three occasions, that it is difficult 
to sell the idea of putting a plant in a distressed area under any cir- 
cumstances, which indicates the broad scope of this problem. I won- 
der if you would deny or affirm, realizing we have two more witnesses 
to hear from this morning, whether or not this is a national problem ? 

Mr. Ler. The problem is national in scope. The solution, in my 
honest Opinion, cannot be on a national basis. It is impossible. 

If I thought this were possible I would be a lot happier. I am seri- 
ously concerned; the number of devoutly interested little chamber 
executives, State organizations and mayors 

Mr. Mier. Does that go to the heart of your answer on page 9 
that if a job in one area is taken away from there, that it will produce 
only one job in another area, that it is like a full glass of water, which 
you can’t fill any more? Gae § | 

Mr. Ler. Now, you understand that is an oversimplification, but 
T think it illustrates that if that job opportunity created by the entre- 
preneur’s imagination and consumer domaid, and other factors, is not 
to any measurable degree affected by facility and financing some square 
feet of plant space. That isthe intent of that. And I wish these people 
who believe this is a solution were not going to have the heartache they 
will face when they wake up and realize that this doesn’t help the areas 
where the need is greatest. It is just pitiful. I wish I had a better 
solution. I would be the first to come down to offer it to you. 

Mr. Vanrx. Mr. Lee, I have just one question before you are 


excused. . ! hy 
What was the vote in the New England council on this issue? Was 


it a close vote ? 

Mr. Ler. No, the vote of the executive committee of the board of 
directors, was unanimous. The vote of the industrial development 
committee was unanimous. There were these questions raised: You 
know there is reference to the urban renewal program in these several 
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bills, and one of the members of this committee, Don Gilmore, of the 
Federal Reserve Bank of Boston, an economist of some note, he worked 
with CED, was deeply concerned that the Housing Act be amended so 
that ‘a total commercial and industrial, final or beginning, areas, can 
qualify. 

In this bill, however, it is specifically aimed at distressed areas, and 
when we cleared the point that none of us in the committee, not even 
including Mr. Gilmore, wanted that confined to Lawrence and Lowell, 
and excluded from Boston, and other communities, then the vote be- 
came unanimous. It took an hour. This was well debated. 

Remember, we had listened to Seymour Harris and Professor 
Miernyck. If you read any of Harris’ testimony—he sent his regards 
to Wright Patman and Paul Douglas—he is certainly convinced, as an 
honest opinion, of one of the Nation’s foremost economists, that this 
is the solution. It just happens I only work with bricks and mortar, 
and do not support the theory because in my practice I do not find it 
pertinent. 

Mr. Vani. Thank you very much for your testimony. 

We have enjoyed having you today. 

Our next witness is Mr. George Coup of the Indiana Farm Bureau 
Federation, representing the American Farm Bureau Federation. 

Mr. Coup. 

Mr. Triees. A correction, Mr. Chairman. Mr. Coup, due to an 
unavoidable conflict, was unable to be here and I am presenting our 
testimony. My name is Matt Triggs. 

Mr. Vantx. And you are assistant legislative director of the Ameri- 
can Farm Bureau Federation ? 

Mr. Trices. That is right. 

Mr. Vanixk. Mr. Triggs, will you delay for a moment? At this 
point in the testimony, if there is no objection, and before your testi- 
mony begins, Mr. Triggs, I would like to submit for the record the 
statement of the American Bankers Association dated March 20, 1959, 
on this issue. Without objection it will be inserted prior to your testi- 


mony. 
(The statement referred to follows :) 


STATEMENT BY THE AMERICAN BANKERS ASSOCIATION 


The American Bankers Association appreciates this opportunity to present to 
the subcommittee its views with respect to pending legislation which would 
provide for a program of Federal Government aid to economically depressed 
areas. 

The association recognizes that in some areas of the country there exist rela- 
tively acute economic problems which may merit special attention. In our judg- 
ment the sound and effective appraach to these essentially local problems is 
through the resources of private enterprise. 

The association has consistently advocated the basic principle of reliance upon 
local and private resources for the solution of economic problems. This position 
was stated in a resolution adopted by the 1947 convention of the ABA, which 
applies directly to the proposed bills. The resolution reads, in part: 

“During the emergencies of the depression and the war, a number of new 
methods were employed to finance business, including direct lending by the Gov- 
ernment, and Government guarantee of loans. With the coming of peace and 
a return to more normal conditions, these special financing methods need recon- 
sideration because they present several serious dangers. 

“Loans and loan guarantees by governmental and semigovernmental agencies 
are in reality subsidies favoring certain groups of borrowers. They impose a 
further burden on the taxpayers at a time when the Government’s budget must 
be drastically reduced and they encourage unsound and inflationary lending. 
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“In the interest of the national economy, this association continues to oppose 
further extension of governmental or semigovernmental lending or guaranty of 
loans and favors a drastic reduction of the Government’s wartime and emergency 
powers. 

“The country’s banking system and other private credit agencies have the 
resources, the know-how, and the will to supply to business, large and small, the 
credit it requires and should have.” 

It is impossible under our economic system to achieve a perfect matching of 
business and industrial activity with the labor force and of supply with demand. 
Patterns change. At any given time some adjusting must take place. It would 
be unwise, in our belief, for the Federal Government to apply artificial stimulants 
in this area. 

The fallacy of this approach was expressed in clear and concise terms several 
years ago in the task force report of the Commission on Organization of the 
Executive Branch of the Government, known as the Hoover Commission. That 
report stated : 

“Ever since the depression of the early 1930’s we have made virtually a fetish 
of financial security for the individual, and by each successive governmental 
effort to enhance it, we have loaded more and more of the inherent financial risks 
of our economic life on the Federal Treasury. This was perhaps a natural and 
proper development to a considerable extent during World War II when a great 
industrial expansion was undertaken as the united effort of all of our people. 
However, it has continued since the war. Our risks have continued to grow, as 
they must with the growth in the volume of enterprise, but by our efforts to 
escape them as individuals or small groups, we have assembled more and more 
of them in the national public debt where we hope they will somehow cease to 
plague us, or cancel one another out, or in any event, await the coming of future 
generations for their settlement. 

“Where the Government lends to fill such a credit gap as this, it is assisting 
unsuccessful competitors. The risks are the normal risks of conventional lend- 
ing. But in addition the Government assumes responsibility for launching the 
projects which the borrowers could not launch through their own contacts in the 
private economy, and it does so without curing the defects which stood in the way. 

“When loans are made to business enterprises under these circumstances, the 
borrowers and their business associates are assisted in their competition with 
others who do not have the backing of the Government. This raises in each 
case the question of whether the general public gains more benefit from helping 
the otherwise unfortunate loan applicant than it loses by hindering his other- 
wise more fortunate competitor. It is not possible for the Government to assist 
one competitor without placing handicaps in the path of another.” 

The association submits that the problem of so-called depressed areas is more 
susceptible of solution by private groups within the respective areas than by 
the Federal Government. Evidence of this fact is apparent in the record of 
activities by State development credit corporations since the first of these corpo- 
rations was organized in the State of Maine in 1949. 

Development credit corporations now are functioning in 12 States: Connecticut, 
Kansas, Maine, Massachusetts, Minnesota, New Hampshire, New York, North 
Carolina, Rhode Island, South Dakota, Wisconsin and Vermont. In the follow- 
ing, development credit corporations are existent but still inactive: Hawaii, 
Michigan, Virginia, and New Jersey. There appears to be an active interest in 
such program in 10 additional States. 

In Arkansas, Kentucky, Maine, New Hampshire, Pennsylvania, and Puerto 
Rico, industrial credit authorities are authorized which are publicly owned or 
publicly supported by the State governments. In Maine and New Hampshire, the 
public authority is in addition to the private State development credit corpo- 
ration. 

Among the 578 institutional members of the eight statewide privately financed 
development credit corporations as of December 31, 1956, were 446 national banks 
and trust companies and 92 savings banks. This movement in which bankers 
have played so prominent a role has proved to be successful in meeting the prob- 
lem of depressed economies in many local areas. It appears likely that addi- 
tional States will adopt a similar approach. 

In Public Law 85-699 of the 85th Congress, the Small Business Investment 
Company Act, the SBA was given authority to make loans to State development 
credit corporations. The SBA in addition, prior to June 30, 1961, was given 
authority to make loans to State and local development companies for plant con- 
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struction, conversion or expansion, including acquisition of land. To date, the 
SBA has made three loans to local development corporations : $96,000 in Georgia ; 
$62,000 in South Carolina ; and $113,000 in North Carolina. 

The Small Business Investment Company Act of 1958 established in the Small 
Business Administration a new division charged with the responsibility of im- 
proving and stimulating “the national economy in general and the small-business 
segment thereof in particular by establishig a program to stimulate and supple- 
ment the flow of private equity capital and long-term loan funds which small- 
business concerns need for the sound financing of their business operations and 
for their growth, expansion, and modernization, and which are not available in 
adequate supply : Provided, however, That this policy shall be carried out in such 
manner as to insure the maximum participation of private financing sources.” 

This program whereby small business investment companies may make equity 
capital and longterm loans available to small business is just getting started but 
is expected to be of assistance in eliminating the problem presented by areas in 
which there exists substantial and persistent unemployment or underemployment. 

It should also be remembered that in 1958 the-Congress in Public Law 85-699 
increased the revolving fund for business loans under SBA’s regular loan pro- 
gram and increased the maximum loan limit for SBA business loans. 

To sum up, the American Bankers Association does not favor legislation which 
would provide for Federal aid to economically depressed areas because : 

1. It would further expand the already substantial power of the Federal Gov- 
ernment to intervene in private business. 

2. It would substitute a Government subsidy for sound and imaginative busi- 
ness enterprise as the measure of success in our economic system. 

3. Cooperative effort on the part of private business, as exemplified by the or- 
ganization and operation of development credit corporations and small business 
investment companies, represents a more effective and more realistic method of 
dealing with the problem. 


Mr. Vanik. Now you may proceed. 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Triecs. Thank you, sir. 

Mr. Chairman and gentlemen, the opportunity of presenting the 
views of the American Farm Bureau Federation concerning the de- 
pressed area bills under consideration by the committee is appreciated. 

The interest of farmers in the issue will be apparent. This is one 
of a series of proposals under consideration by the Congress, which 
would involve substantia] increases in Federal expenditures with, in 
our opinion, inevitable inflationary consequences. The American 
Farm Bureau Federation, representing 1,600,000 farm families in 48 
States, Puerto Rico and Hawaii considers the maintenance of a stable 
currency and the avoidance of inflation to be currently our most im- 
portant domestic problem. 

The enactment of depressed area legislation would, we believe, open 
the door for a major expansion of expenditures by the Federal Gov- 
ernment. As is so often the case with Federal programs that begin 
on a modest scale, it seems likely that the very initiation of this pro- 
gram would create pressures for liberalization of its provisions, broad- 
ening of the requirements with respect to eligibility, and extension of 
its benefits to additional areas. 

It seems apparent that the tendency for Federal expenditures to ex- 
pand more rapidly than tax receipts will continue to be a major prob- 
lem for an indefinite period. Present commitments of the Federal 
Government and essential expenditures for national defense are even 
now so large that, to balance the budget in the year ahead, and in suc- 
ceeding years appears difficult of accomplishment. 
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Rising prices for most goods and services, have resulted in a cost- 
price squeeze in agriculture. Since increased costs rather than re- 
duced receipts have been the principal element in this squeeze, farm- 
ers are determined to work aggressively for a balanced Federal budget. 

We do not contend that an annually balanced budget is essential. 
There are times when deficit financing may properly serve as a meas- 
ure to combat depression. But if it is to be national policy to resort 
to deficit financing in periods of depression, it is all the more essential 
that we keep Federal expenditures below revenues when national in- 
come is at a high level and rising. And it is, in our opinion, essential 
that chronic deficit financing be avoided. 

Thus it seems of paramount importance to us that the Congress ex- 
ercise a responsibility to rigorously screen and reduce where possible 
authorizations and appropriations in the 1960 budget, and to avoid em- 
barking on additional programs which involve commitments and plans 
- ee expenditures by the Federal Government in the years 
ahead. 

Certainly the experience of many other countries should make it 
clear that chronic deficit financing inevitably results in currency de- 
preciation. Instability of the value of the dollar impairs the capacity 
of the Nation to meet national requirements, inequitably and tragically 
affects the welfare of large segments of our population, and weakens 
our national economy. 

Chronic deficit financing is the road, not to national strength, but to 
national weakness. 

It cannot be denied that even now very substantial numbers of our 
people have lost confidence in the capacity of the Federal Government 
to maintain a stable dollar. 

We see evidence of this (1) in the behavior of the stock market (2) 
in the fact that farm land values have been rising (3) in the growing 
difficulty the U.S, Treasury has in refinancing its long-term debt, even 
at 334 and 4 percent interest. 

It is a tragic fact, but nevertheless a fact, and one which should give 
us pause, that many, and perhaps most Americans today, no longer 
consider Government bonds to be a sound investment. They under- 
stand only too well that when interest and principal is repaid to them 
some years later, it is likely to buy less than the original principal. 

We believe that a sound dollar, a more stable general price level, is 
a basic prerequisite to the creation of a favorable climate for invest- 
ment, economic growth, employment, rising standards of living, and 
the national economic and political strength and stability which are 
essential to an effective national defense. 

We believe that the growing lack of public faith in the national 
capacity to maintain a stable dollar and general price level is an 
element of great national weakness—a i y that must be stopped in 
the interest of us all. 

It may be asserted that the enactment of depressed area legislation 
will create new wealth, new opportunity, new employment—and will, 
therefore, aid in building a strong America. We submit to the con- 
trary that to tax people to create public funds to lend for industrial 
development is not the most efficient way to accomplish these objectives. 


This does not create more capital, it only diverts it from other 


purposes. 
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The existence from time to time of temporarily depressed areas 
is a normal consequence of a free economy. 

The apparent assumption behind proposals for Federal action is 
that the problem of attracting industry to depressed areas is a prob- 
lem of finding the requisite funds. We submit, to the contrary, that 
private funds are available if economically sound opportunities exist. 
A depressed area is one suffering from some economic cause or con- 
sequence. An infusion of Federal funds may only delay facing up 
to the underlying problem. 

It is in the interest of the long-run welfare of the people of the 
United States that normal economic factors be permitted to operate 
in the location of industrial development. Otherwise we run the risk 
of freezing productive capacity in uneconomic patterns and locations. 

This inevitably involves wastes which reduce total productive 
capacity. 

Any improvement in the productive capacity of an area in response 
to Ferrel subsidy, in whatever form it is provided, is likely to be at 
the cos: f comparable development in other and more economic loca- 
tions. Such subsidies invite unsound development in_ high-cost 
locations. 

We believe that political considerations inevitably would creep 
into such a program through the form, conditions and administration 
of the aid to be provided any community, and the particular industry, 
or industries, to be promoted in a particular area, 

In recent years many States, regions and communities in coopera- 
tion with private associations, have undertaken aggressive programs 
to attract industries to their re-pective areas. 

Numerous instances of effective endeavor im this connection have, 
no doubt, been brought to the attention of the committee. To the 
extent that economic considerations have been given primary atten- 
tion in such elforts, the accomplishments have been sound and con- 
structive. 

We believe that the responsibility for such endeavors, including the 
financing thereof, properly belongs with private and public agencies 
at the local level, and that such programs will be most effectively 
carried forward under loca] auspices. 

Any community which does not have, or is unable to develop, its 
own leadership and the capacity to promote maximum development of 
its own resources, is not likely to be a community which is able to make 
most effective use of Federal funds. 

From the standpoint of financial circumstances, the State govern- 
ments are in a much better position than the Federal Government. to 
undertake area redevelopment if any expenditure of public funds for 
this purpose is justified. , 

Federal expenditures do not necessarily add to the resources avail- 
able for a specific purpose—since each Federal expenditure reduces, in 
at least a proportionate amount, the availability of tax resources to 
States and municipalities and reduces the private capital resources of 
our economic system by draining such resources with Federal tax pro- 
grams. 

We suggest that the entry of the Federal Government into this field 
would not serve as a catalyst for responsible local action, but, on the 
contrary, would reduce local participation by furthering the attitude 
“Let Uncle Sam take care of it.” 
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Instead of assuming their own responsibilities in this connection, 
communities would tend toward competing vigorously for larger 
amounts of Federal largess. 

For these reasons, we believe that Federal intervention in the 
making of decisions as to where industrial development shall occur, 
and which industries shall be promoted, would be harmful to the 
people of the United States and to the strength and capacity of our 
economic system. 

For these reasons we do not believe the enactment of depressed area 
legislation would be in the public interest. 

Mr. Vanix. Arethere any questions ? 

Mr. MiniiKen. No questions. 

Mr. Vantx. Thank you very much, Mr. Triggs. We appreciate 
your statement. 

Mr. Miuurr. Mr. Vanik, I would like to ask Mr. Triggs a question or 
two. 

Mr. Vantk. Mr. Miller. 

Mr. Miter. I was unable to be present during your testimony. I 
regret very much that I was not here, and I did wonder if you would 
comment specifically on section 5 of H.R. 3505, on the subject of the 
—— ass a crs areas, as to your views on this specific section of 
the bill. 

Mr. Trices. Well, the development of rural areas by the building 
of new industry and commerce is obviously extremely important to 
many rural areas. This is a process that is going on, as you will ap- 

reciate. We do not believe that it would be essentially furthered 

y the proposal under consideration here, and in any event, we 
would feel that the inflation growing out of expanding Federal ex- 

enditures would do incaleulably more harm to the economy than any 

nefit that might ensue to some rural areas from enactment of this 
bill. I don’t want to confuse my comment with the present rural 
development program, which is not a program involving any signif- 
icant fase of governmental expenditures at all. All that is is 
some use of Federal people as a catalyst, to encourage local com- 
munities to look at their own economic problem as a community. 

Mr. Mitter. Do you feel that the rural development program as 
set forth to this committee by Undersecretary Morse, of the Depart- 
ment of Agriculture, is substantially the correct method of handling 
this problem ? 

Mr. Tricas. Yes, sir, we do, and I didn’t bear Mr. Morse’s testi- 
mony, but I am familiar with the program, and I assume that he 
described what it is. 

Mr. Mitzer. I received personally, through literature, books, and 
other information, data which indicated that there are chronically de- 
pressed rural areas, and that these chronically depressed rural areas 
do not receive benefit from our Federal programs. Is this substan- 
tially the experience of the Farm Bureau ? 

r. Triccs. Yes, sir, there are, in the United States, still although 
the number is declining, many chronically depressed rural areas 
in which there are large numbers of be who are really unem- 
ployed, or underemployed. 

he basic problem here, we consider, is that they simply—a large 
proportion of the people there—do not have the economic base to ever 
provide themselves with full and effective and efficient employment. 
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No matter what you do on a 25-acre tract of land, there is no hope 
for the individual to make a decent American standard of living. 

Mr. Mixer. Isn’t the position then of the Farm Bureau that means 
of approaching this problem as embodied in H.R. 3505 are not 
fruitful. 

Mr. Trices. This we would consider to be correct. That if the 
economics of the situation exist that warrant the establishment of 
industry in these areas, we believe that is extremely desirable but we 
don’t feel that any artificial inducements should be instituted to correct 
the situation. Mostly it is the question of encouraging individuals to 
frankly face up to their own problem, and perhaps to make a decision 
that they have got to change something. Maybe the changes to in- 
crease the size of their farm operation by acquiring adjoining farms, 
and by and large, there is capital available for them to do this. 


Sometimes, unfortunately, the best solution for them is to move 
elsewhere. 


Mr. Vanik. Or leave the land. 

Mr. Trices. Yes. 

Mr. Minier. Mr. Chairman, that concludes my remarks. I won- 
der if I might have the permission of the Chair to address the Na- 


tional Grange this same question and have their answer inserted in 
the record at this point. 


Mr. Vanik. Without objection. 
(The information is as follows :) 


NATIONAL GRANGE, 
Washington, D.C., March 30, 1959. 
Hon. Wrigut PATMAN, 
Chairman, Subcommittee No. 3, Banking and Currency, 
House Office Building, Washington, D.C. 


Dear Mr. CHAIRMAN: In response to a statement to clarify the National Grange 
position with respect to section 5d of H.R. 3505, I would like to call your atten- 
tion to our sixth reason in the earlier portion of our statement of March 9 before 
the committee for Grange support of H.R. 3505. As we attempted to set out in 
that particular portion of the statement, there are thousands of rural families 
with incomes of less than $1,000 per family. The problem of these people has, 
unfortunately, many times been confused with the so-called farm problem, and 
this fact in itself has tended to confuse a great many people in their analysis 
of the farm problem and their determination as to exactly the type legislation 
and activity outside of the realm of Government in which we ought to be most 
interested and concerned to most adequately serve these and all other rural 
people. 

In short, we feel that H.R. 3505 is a superior legislative proposal as compared 
to the proposal that we supported a year ago by reason of the fact that it pro- 
vides for a central administration of this program of alleviating conditions 
in economically depressed areas and because of the fact that the limitation has 
been taken off of the rural counties eligible for assistance at any one time. 

The tightening up or the financial stability of the program which is inherent 
in H.R. 3505, as compared to legislation approved by the Congress a year ago, 
is of course important to the Grange point of view; but the fact that all of these 
objectives are served by the legislation plus the fact that section 5d seems to 
us to afford opportunity for the Secretary of Agriculture as well as the Secre- 
taries of Labor and Commerce to conduct special studies—which studies in the 
case of the Secretary of Agriculture would seem to be extremely logical and offer 
great promise of service to rural people in connection with the Department of 
Agriculture’s rural development program itself—this provision in itself is a 
very important provision of H.R. 3505 from the standpoint of rural people and 
in the viewpoint of the Grange; all of these prompt Grange support. 

Respectfully yours, 
HERSCHEL D. Newsom, Master. 








628 AREA REDEVELOPMENT ACT 


Mr. VantK. I have here a statement by Mr. Robert Holloway of the 
National Association of Real Estate Boards. Without objection the 
statement will appear in the record at this point. 


STATEMENT OF Rosert A. HOLLOWAY, CHAIRMAN, REALTORS’ WASHINGTON CoM- 
MITTEE, NATIONAL ASSOCIATION OF REAL ESTATE BoArps, IN REGARD TO LEGIS- 
LATION To PRovipE Direct LOANS AND GRANTS FOR ECONOMICALLY DEPRESSED 
AREAS 


Mr. Chairman and members of the subcommittee, this statement is presented 
on behalf of the National Association of Real Estate Boards, an organization 
consisting of approximately 66,000 realtors whose activities embrace industrial 
as well as commercial and residential real estate. It is with respect to our 
national policies affecting industrial real estate that these views are presented 
for the subcommittee’s consideration. These recommendations also reflect the 
study and views of the Society of Industrial Realtors, an affiliated institute of 
our association consisting of realtors experienced in the development, sale and 
appraisal of industrial properties. 

Our association opposes H.R. 3505 and similar bills which would involve the 
Federal Government in a long-range and expensive program of loans and grants 
for the construction of industrial plants in areas administratively determined 
to be suffering from chronic unemployment. ‘The bill seeks to correct the prob- 
lem of chronic unemployment by injecting the Federal Government and the 
Treasury in the financing of new industrial plants in such areas. This pre- 
supposes that the lack of financing is the principal reason for the economically 
depressed condition of such areas. Yet, we believe that such is not the case. 
Financing is available for economically sound industries and considerable testi- 
mony has already been presented to the subcommittee reciting the impressive 
volume of industrial loans which have been made by State and regional indus- 
trial development corporations using funds raised primarily by public sub- 
scription. 

The proposed legislation would underwrite industrial undertakings which 
are not required to meet the test of economic soundness. Thus the taxpayers 
would be called upon to invest in industrial facilities initiated primarily as a 
means for putting unemployed persons to work rather than to meet a consumer 
demand for the products of such facilities. The public funds would thus be 
used to treat the symptom of economic depression rather than the source of the 
difficulty ; ie., failure of the area because of market conditions to meet the de- 
mands of our growing economy. 

Another objection to the legislation is prompted by the concern that Federal 
financial intervention will introduce an unfair competitive instrument which 
will operate to the detriment of communities striving to attract new industries 
or expand existing industries. Thus the bill asks community A to subsidize 
the economy of community B with the result that chronic unemployment might 
be artificially created in community A. 

Our association is also fearful of the tremendous power which would be 
vested in an Administrator whose decisions would determine whether an area 
qualified for Federal loans and grants. The legislation proceeds under a faulty 
premise even with the application of rigid criteria for the determination of an 
area’s eligibility for loans and grants. This inherent defect, however, is fur- 
ther aggravated by the wide area of discretion in which the new Administrator 
could operate. Determination of “underemployment,” “availability of man- 
power,” “reasonable assurance of repayment,” and “necessary or desirable” 
lend themselves to such varying interpretations that the Congress would be 
delegating the creation of an expensive subsidized program to a_ politically 
appointed Administrator instead of one which ostensibly would be controlled by 
the Congress. 

Another serious objection to the bill is the means which are provided to finance 
the program; i.e., the use of the “public debt transaction” device to withdraw 
moneys from the Treasury thereby circumventing the regular appropriations 

rocess. 

2 In conclusion our association urges the subcommittee to reject a bill which 
seeks to make the use of the taxpayers’ money a decisive factor in the location 
of an industrial facility, a particularly undesirable step in the light of the several 
sources for economically sound industrial loans in the present financial market. 
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Mr. Vantk. The next witness will be Mr. Tyre Taylor, general 
counsel of the Southern States Industrial Council. 
We are pleased to hear you at this time. 


STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN 
STATES INDUSTRIAL COUNCIL 


Mr. 'Tayvor. Mr. Chairman, gentlemen of the committee, we first 
wish to express our appreciation for this opportunity to be heard, 
and we will be as brief as possible. 

On its face, a domestic version of the point + program presents 
astrong appeal. 

We are spending hundreds of millions of dollars annually to im- 
prove economic conditions and living standards all over the free 
world (and in some countries that are not so free). It therefore 
ean be argued, and with considerable plausibility, that we should 
find ways to take care of our own; that charity, if this can be called 
charity, should begin at home. 

And while the total number of unemployed is not large by depres- 
sion standards, about 4.7 million, of whom around 21% million are 
normally unemployed, the problem of unemployment and underem- 
ployment does exist in certain areas, including some of the States 
within the council’s own area. In the face of a rather general and 
so far continuing recovery, these pockets of persistent unemployment 
and underemployment remain, with all the human frustration and 
suffering that such a condition entails. 

Yet granting all this and more than can be and has been said in 
support of the principle of ‘Federal aid to distressed areas, two ques- 
tions remain : 

1. Is this a proper activity for the Federal Government; and 

2. Whatever the correct answer to the first question, can such a 
program be made to work? Or would it amount to treating the symp- 
toms of the underlying malady, rather than the causes ? 

We answer the first question in the negative primarily for one 
reason: Such a program would represent a subsidy by the taxpayers 
of all the Nation for the benefit of the people of a particular area or 
areas. We do not think this is sound policy. 

But quite apart from this more or less theoretical objection is the 
practical, down-to-earth question, will such a program, or can such 
a program, be made to work? And by “work” we mean reemploy- 
ment of substantial numbers in the distressed areas without at the 
same time creating unemployment in other localities and so ending 
up with no net gain. Our answer to this question is also “No” for 
reasons which I Shall now attempt to spell out. 

Normally, i.e. in the absence of war or other emergency, a satis- 
factory level of employment is, we submit, the end result of certain 
eauses or conditions favorable to the creation and maintenance of 
jobs. Without attempting to list them in the order of their relative 
importance, some of these causes or conditions are: 

1. Federal tax policy: We know that in a technological economy 
from $8,000 to $50,000 is required to finance each new job and a similar 
amount must be set aside to carry the cost of replacement. In the 
face of this simple arithmetic, would anyone contend that our pres- 
ent Federal tax system is conducive to the creation and maintenance 
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of jobs? We doubt it. On the contrary, the near confiscatory rates 
in the higher income brackets and the totally unrealistic treatment 
of depreciation operate affirmatively to discourage the creation of 
new jobs. 

_ 2. Prices: That we are pricing ourselves out of the foreign market 
is strikingly confirmed by recent Department of Commerce figures 
on imports and exports. 

In December 1958, the United States imported $1,250 million worth 
of goods, more than in any previous month. This was 15 percent 
above the November total of $1,089 million and 9 percent above the 
previous monthly record of $1,148 million set in October 1957. 

And while imports were rising, exports were steadily declining. In 
an earlier report, the Bureau of the Census said that, for the entire 
year 1958, — feil $3 billion, from $20.9 billion to $17.9 billion. 

It is now beginning to be suspected that we are also pricing our- 
selves out of the domestic market as well. There are as yet no avail- 
able Government statistics on this, but the growing movement of 
American capital abroad for the construction of new plants and 
facilities, many of which export their products to the United States, 
should be considered a warning sign. 

3. Another thing that is aggravating the situation and promises to 
aggravate it still more is the arbitrary and unjustifiable slonmuannent 
of wages and costs under union pressure. This has overstimulated the 
substitution of capital for labor, producing a degree of automation in 
many industries which is not in the public interest. A striking ex- 
ample of this is to be found in the coal industry, where the decline in 
jobs in one State alone, West Virginia, in the past year exceeded 
12,000. Under the wage scale provided for in the industrywide con- 
tract now in effect, only the larger better-financed producers, those 
who are able to install the most modern machinery, can survive, while 
the smaller and marginal operators are ruthlessly eliminated. 

4. We have mentioned industrywide labor contracts. Let us ex- 
amine them a little further. These contracts, as in coal, steel, auto- 
mobiles, and so on, apply uniform wage scales, regardless of conditions 
in a particular area. In such rigid situations there is no opportunity 
to adjust supply and demand. The normal method of making that 
adjustment is to reduce costs until a reduced price can be made that 
will attract business. We suggest that blind adherence to industry- 
wide or nationwide standards is one of the prime causes of distressed 
areas. Life is lived locally and there are great variations between 
localities. 

5. Finally, having made all these basic mistakes and others which 
have injected artificial and synthetic factors into the national economy, 
we make additional mistakes in an effort to counteract the automatic 
effects of the first ones. Instead of facing the facts and going back 
to the original mistakes and correcting them, we pursue the notion 
that the remedy for too much of something is more of the same thing. 

In its declaration of policy unanimously adopted last May, the 
council rejects subsidies and pump priming as a remedy for depressed 
areas. “Rather,” the statement says (the solution) “will be found in 
the dynamic operation of our free enterprise system and preventive 
planning and cooperation of business, labor, and civic organizations.” 

In other words, the Council believes that, given sound tax and trade 
policies and some degree of reasonableness on the part of the unions, 
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prolonged and substantial unemployment will normally be corrected 
through the dynamic workings of a flexible, changing economic sys- 
tem. But of course in some instances it won’t. en the Union 
Pacific Railroad was pushed through to the Pacific, many towns lo- 
cated a few miles from the railroad became ghost towns, with no busi- 
ness, no hope, and no future. Destiny, in the form of cheap rail trans- 
portation, had passed them by. Did this mean that the people of those 
towns were without hope and without a future unless Uncle Sam 
moved in with a subsidized redevelopment program? Of course it 
didn’t. They simply moved to the new towns which were springing 
up everywhere along the railroad and started over in a more favorable 
location. It never occurred to anyone that it was the responsibility 
of the Federal Government to subsidize and maintain them in a loca- 
tion that had become economically untenable. If any such notion 
had prevailed, the chances are that these areas would have stayed on 
permanent relief. 

In conclusion, I would like to leave a somewhat novel thought with 
you for whatever it may be worth. I hope it will not be taken face- 
tiously because it is offered with the utmost seriousness. I have spoken 
several times of the overriding need for responsibility and reasonable- 
ness on the part of the unions if this problem is to be solved. Might 
such a spirit of responsibility and reasonableness be advanced through 

rovision for the security of those union leaders, of whom there must 

e some, who would like to be reasonable? In other words, the Gov- 
ernment would say to such labor leaders: If you exercise restraint in 
your demands and are fired for it we will pay you a pension as long as 
you live equal to your present salary, plus all fringe benefits. 

Thank you. 

Mr. Vanik. Are there any questions of Mr. Taylor? 

Mr. Mitter. I have no questions. 

Mr. Vantk. Mr. Milliken? 

Mr. MituiKen. I have no questions. 

Mr. VantiK. Mr. Johnson? 

Mr. Jounson. I have no questions. 

Mr, Vanik. Thank you very much, Mr. Taylor. 

This will conclude the hearings on this bill. Are there any further 
matters the members would like to introduce into the record ? 

If there is no objection, I would like to introduce a letter and policy 
statement opposing this legislation which I have received from the 
Cleveland Chamber of Commerce. 

(The material referred to is as follows :) 

THE CLEVELAND CHAMBER OF COMMERCE, 
Cleveland, Ohio, March 18, 1959. 


Hon. CHARLES A. VANIK, . 
House Office Building, Washington, D. C. 

Dear Mk. VANIK: Your attention is directed to the enclosed statement of policy 
adopted by the board of directors of the Cleveland Chamber of Commerce. We 
hope that it will be helpful te you in arriving at a decision on the proposed leg- 
islation. 

Yours very truly, 
Curtis LEE SmirH, President. 
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Po.icy STATEMENT OF THE CLEVELAND CHAMBER OF COMMERCE RE REDEVELOPMENT 
OF INDUSTRIAL AREAS 


The Cleveland Chamber of Commerce wishes to record its opposition to the 
philosophy contained in 8S. 722, introduced by Senator Douglas, et al., wherein 
it is proposed that Federal funds be used to redevelop industrial and rural 
areas. The health and vitality of our free enterprise system stems from com- 
petition. Government subsidy of industry will interfere with the free forces of 
competition and could result in not less unemployment, but more. The absence 
or presence of industrial facilities in a community will not guarantee produc- 
tion, distribution or consumption of products. 

The bill purports to deal only with permanent unemployment whereas the real 
problem in our area seems to arise from temporary unemployment. A large 
part of our unemployment results from the in-migration of unskilled labor. The 
proposed legislation will not in our opinion correct the situation. 

Perhaps the authors are thinking in terms of relocating workers. This hardly 
semes feasible when one analyzes the reasons for industrial decline in certain 
areas. It is ironical to think in terms of redeveloping an area from which in- 
dustry and people have migrated and at the same time classify the area to which 
they have moved as a depressed area and undertake to redevelop it. 

The formula to be applied to an unemployment area is an arbitrary one. What 
is to prevent the supporters of this philosophy from changing the percentage 
from 5 percent for 18 months to 3 percent for 6 months or any other formula 
that would meet the popular political expediency. 

We believe that adequate private capital is available to finance any necessary 
expansion and redevelopment of industrial areas. Under the proposal Govern- 
ment funds would be made available at the prevailing Government bond interest 
rate plus one-fourth of 1 percent. If these interest rates are substantially lower 
than those on private capital, this new form of Government lending will have a 
further depressing effect upon our free enterprise system ; if the rates are higher 
then the taxpayer is paying more than he should. 

It is the policy of our organization to support and advocate governmental poli- 
cie: which are constructive and beneficial. We do not feel that Government 
subsidy as proposed in this bill is either needed or advisable. We believe that 
over a period of time such Government subsidy would destroy the competitive 
forces which have made free enterprise the motivating force in maintaining our 
Nation as a world power. 


Mr. Jounson. I would like to introduce a similar communication 
from the chamber of commerce in Colorado. 

Mr. Vantk. Without objection. 

(The statement referred to is as follows:) 


STATE CHAMBER OF COMMERCE, 
Denver, March 16, 1959. 
The Honorable Byron L. JoHNSON, 
House Office Building, Washington, D.C. 

Dear Byron: Accompanying is a copy of the statement which I have prepared, 
at the direction of this chamber, in sincere opposition to distressed area legisla- 
lation, which statement I have sent to the House Banking and Currency 
Committee. 

I surely hope you will read this carefully. Also I should like you to read 
the testimony of Robert P. Lee, member of the Connecticut Development Com- 
mission and the New England Council’s Industrial Development Committee, 
which testimony I am asking my friend George Mascott to send to you from 
the Chamber of Commerce of the United States. 

As I told Senator Carroll you fellows know a lot more about many things 
but I’ve spent a lifetime in industrial development as the record in Illinois, 
Texas, and Colorado will prove. I am confident I am not wholly deficient in 
knowledge about industrial location. 

These distressed area development bills are dangerous to Colorado. We've 
discussed it all over this State from Sterling to Cortez and from Craig to 
Lamar. The men who have the responsibility of industrial development in 
Colorado don’t want this sugar-coated pill which has within it the bitter core of 
devastating competition and cost burdening bureaucracy. 

We hope you will make every effort to defeat it. 

Very truly yours, 
Howakp N. YATES, 
Ezecutive Vice President. 
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STATEMENT OF Howarp N. YATES, EXECUTIVE VICE PRESIDENT, COLORADO STATE 
CHAMBER OF COMMERCE 


Gentlemen, my name is Howard N. Yates. I am executive vice president of 
the Colorado State Chamber of Commerce and also a member of the Mountain 
States Association, an association of chamber of commerce executives in the 
eight mountain States. Since 1922, I have been engaged in chamber of commerce 
work in three States, Illinois, Texas, and Colorado. This activity has brought me 
into direct contact with industrial Cevelopment and factory location work 
during the entire 37 years. 

It is from the background of knowledge and association in this work that 
this statement is presented in behalf of and by the authority of the organization 
I am privileged to serve. 

It is our sincere conviction that H.R. 3466 and its companion bill S. 722 
are unwise, unnecessary, unsound, and fraught with serious danger to the 
Nation in general, several communities and Colorado in particuiar. 

The reasons for this conclusion 1 will present categorically and then enlarge 
upon them where additional comments are deemed essential. 

1. A sprawling new agency, commission or governmental bureau would be 
created. 

2. A $300 million added Government expenditure, during a recognized good 
economic era is highly inflationary, even if part is to be repaid years hence. 

3. That which is the responsibility of local communities and areas will be 
usurped by the Federal Government. 

4. Communities with courage, fortitude, and cooperation will find themselves 
competing, not in the free American manner for new industries, but will find 
the Federal Government not as a referee, but as a well heeled opponent. In this, 
Colorado will suffer considerably. 

5. Plant location is already being carried on by over 8,000 local industrial 
promotion and development organizations. 

6. Depressed areas exist due to particular local economic and business climate 
reasons. 

7. A subsidy for an industry placed in an improper economic location, whether 
it be a Federal subsidy or a chamber of commerce subsidy, is an injustice to the 
industry and the community. 

8. The danger of a make-work, economic pork-barrel trend in the development 
of such legislation is too inherent to risk. The pressures to subsidize and loan 
will increase and the fundamental basic economics of the situation will be 
forgotten. 

9. So far as Colorado is concerned its existing laws provide for authority for 
local governmental bodies to finance industrial properties and buildings. (See 
Colorado Revised Statutes Annotated, ch. 36, art. 20—so far never used.) 

10. H.R. 3466 would in effect tax one community that is doing its part to raise 
others that have not, in many instances, made the effort to help themselves. 

11. The provisions for rural aid are merely a sop to win votes for the measure. 
There are ample reasons to doubt the sincerity of these provisions. 

12. The legislation is an added move to put the Federal Government in com- 
petition with private business and would become another irretraceable step in 
running to Uncle Sam for help. 

Frankly, this bill is dangerous to Colorado and the West. Look at S. 3683 in 
the 85th Congress where there is evidence enough of the intentions of its pro- 
ponents. Of all the places eligible not a single Mountain State was included. 
Not only would it not help the Rocky Mountain West it would create such a 
competitive disadvantage that there would be little hope for a constructive, 
self-initiated self-financed industrial development program for any town or State 
in this vast area. 

With such an intent as shown last year in S. 3683 by the backers of the H.R. 
3466 who would be so naive as to believe that the National Public Advisory 
Committee would not be stacked against the eight Mountain States. 

Colorado communities do no ask for this bill. Colorado Revised Statutes An- 
notated, ch. 36, art. 20, give to municipalities, which certainly includes any that 
fit the category of distressed areas, the power to build and lease ground and 
buildings to any private company, organization, or association. Also they have 
the authority to issue anticipation warrants, set rentals, terms, and interest and 
provide the manner of setting aside a sinking fund to retire the warrants and 
pay interest from rents, royalties, fees, etc. This power has never been used. 

If a prospective project is economically sound enough to qualify for a Federal 
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subsidy under H.R. 3466 then it is sound enough to be financed under existing 
Colorado law, and financed in the community that then has a close personal, 
financial interest and the obligation to repay, and create a good business climate 
in which a loan can be repaid. 

Many States, including Colorado, have set up State departments to promote 
industrial and economic growth. They, together with the local and State cham- 
bers of commerce have the responsibility in this field. 

To my knowledge I know of no qualified, experienced or professional group, 
community or private, in this business of plant location who supports H.R. 3466. 

The Colorado State Chamber of Commerce and the several chambers of com- 
merce of this State have a serious and sympathetic concern about unemployment. 
Most everyone of them have industrial development, jobmaking projects on their 
program of work. Some have full staffed departments for just such work. 

The machinery essential to rebuilding depressed areas is already available— 
without Federal financial assistance. It exists in the more than 4,000 community 
development commissions already working on problems of industrial redevelop- 
ment, in some 30 privately financed statewide credit corporations now operating 
or being organized; in industrial development activities of railroads, public 
utilities, and other private businesses, and in the half dozen or so Federal 
programs already in existence and designed to assist areas of labor surplus. 

Among the Federal programs now functioning are: 

1. Rapid tax amortization privileges for defense-related facilities constructed 
in labor surplus areas. 

2. Portions of Government defense contracts may be set aside for negotiation 
with firms in labor surplus areas only. 

3. Preferential treatment is granted to labor surplus area firms under the 
Buy American Act. 

4. The Small Business Administration gives priority and special consideration 
to loan applications from firms in labor surplus areas. 

5. The new Small Business Investment Agency (created by the last Congress) 
has authority to make loans to local and State development companies. Since this 
program is young and has had no chance to show what it can do, the wisdom of 
the Federal Government embarking at this time on an even bigger venture in 
loans and grants seems questionable. As some observers have noted, a new 
program might duplicate the work of SBIA. 

Another form of assistance now available is that offered by the U.S. Commerce 
Department’s Office of Area Development. OAD provides technical advice, con- 
ducts special surveys of the industrial potential of depressed areas, coordinates 
the activities of other Federal agencies, and encourages employers to consider 
labor surplus areas when seeking new plant locations. 

It would be a costly, tragic mistake for the Federal Government to enter this 
field of activity. It would be inimical to the best interest of the individual States 
and to Colorado in particular. 

Most emphatically, such legislation would be a bold step toward total nation- 
alization of American industry. 

Organizations in the areas of Colorado that might qualify under the provisions 
of H.R. 3466 are not asking for this kind of aid. 

It is respectfully urged that H.R. 3466 be defeated. 


Mr. Miuier. Mr. Chairman, I would like to introduce two editorials 
dealing with the Detroit joblessness, and other matters here. 
Mr. Vanikx. Without objection, they will be submitted and intro- 
duced in the record. 
(The material referred to is as follows:) 
{From the Wall Street Journal, Feb. 26, 1959] 
Derroit’s Dectine—Ciry’s JosLess Totat Grows Despite Upturn IN AUTO 


PRODUCTION—REASONS INDUSTRY’S DECENTRALIZATION, USE OF OVERTIME, 
NEW MACHINES—STATE, City AIM To DIVERSITY 


(By Dan Cordtz) 


Derroir.—"Productivity,” observes John Watt, information chief of the 
Michigan Employment Security Commission, “is getting to be a dirty word 
around this town.” 

Such an attitude toward industry’s efforts to get higher output from fewer 
workers stems from this distressing fact : 
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While the auto industry is experiencing a moderate recovery from the de- 
pression that gripped it a year ago, the Motor City finds itself in many ways in 
even worse shape. 

Total U.S. production of passenger cars now is running at a pace some 12 
percent ahead of a year ago. But in December, the latest month for which de- 
tailed figures are available, automotive employment here was down 30,000 from 
a year earlier—and totals haven’t risen much since December. There still are 
194,000 Detroiters without jobs—3,000 more than a year ago and more than 12 
percent of the work force. 

The number of persons drawing city welfare benefits now is double the figure 
for a year ago. And Detroit, which ran out of money to meet these relief bills a 
month ago, now is wholly dependent on the hard-pressed State government for 
such payments. Nor do the lengthening welfare rolls tell the whole story. There 
are other public assistance programs with heavy loads. In January, 203,000 
Detroiters—1 out of every 10 residents—drew food under a federally supported 
surplus give-away program. 

A FEW BRIGHT SPOTS 


In all this gloom, there are a few paradoxical bright spots. Department store 
sales since the first of the year, for example, are up some 7 percent and power 
consumption, new housing permits and car sales also show small gains over 
a year ago—although none has returned to 1957 levels. But these indicators do 
not a the sobering facts of the city’s unemployment situation and all it 
implies. 

Nor is there much hope for improvement in the near future. Walter P. 
Reuther, president of the United Auto Workers, thinks that auto employment 
already has reached its peak for this year. And Samuel C. Stearn, chief labor 
market analyst for the MESC, warns that “Detroit has developed a hard core of 
about 200,000 unemployed who just aren’t going back to work in the plants.” 

Just how big is Detroit’s problem? What caused it? And what, if anything, 
can be done to solve it? 

An indication of the problem’s magnitude can be gained by a talk with Robert 
J. Temple, assistant general superintendent of the city’s department of public 
welfare. , 

“The welfare problem now is the worst it’s been since the war, with the 
exception of a relatively brief period during the 1950 Chrysler Corp. strike,” 
he says. “Our caseload is triple the 1957 level and 21%4 times as heavy as in 
the 1954 recession. We now have 12,416 active cases, with another 2,746 pend- 
ing approval) but already drawing some form of aid. A year ago, we had only 
5,017 active cases with 2,663 pending.” 


MORE THAN ITS SHARE 


The financial strain on the city has not increased proportionately, but only 
because the already struggling State government has been forced to carry more 
than its normal share. That’s one reason the Michigan State Legislature even 
now is pondering a new State income tax or an increase in the State sales tax 
to 4 percent from 3 percent. 

Ordinarily, Detroit puts up 70 cents of each welfare benefit dollar, with the 
State furnishing the rest. This formula is abandoned, however, whenever the 
city has expended a sum equal to 144 mills for each dollar of its total assessed 
property valuation. That figure, at present valuations, is $8,229,690. 

That spending limit was passed in mid-January, little more than halfway 
through the city’s fiscal year, which ends June 30. As a consequence, an esti- 
mated $16.5 million burden for Detroit welfare will be added to the State’s pile 
of difficult-to-meet bills during the current fiscal year. 

In the previous fiscal year, by comparison, total State and city payments came 
just to $15.9 million. 

The city’s bill for this year, moreover, will be swelled by an additional $1.5 
million in administrative costs, as a result of the bigger caseload. “They'll prob- 
ably total about $3.6 million,” Mr. Temple says, “and the State makes no con- 
tribution for that.” 


CONTINUING JOB LOSSES 


Although the welfare program is only one of several governmental assistance 
programs, it is the one to which most destitute families first turn—and a look at 
one week’s applicants indicates the manner in which continuing job losses are 
contributing to its burden. 
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Of 1,285 who applied for aid in a lighter-than-usual week recently, 367 were 
persons whose unemployment compensation (including the temporary extended 
benefits authorized by Congress last year) had expired. Anothed 201 had lost 
their jobs but were ineligible for jobless payments. Of the remainder, most 
had exhausted u~employment compensation months ago but had scraped along 
on savings or he.p from relatives until forced to turn to charity. “I’ve seen 
them,” Mr. Temple relates, “with 16 years’ seniority and no chance for work.” 

The welfare caseload is sure to grow. For one thing, exhaustions of unemploy- 
ment benefits continue at a rapid pace. Some 8,700 Detroiters ran through the 
last of their tem); rary extended payments in January, for example. And any 
new layoffs in the auto industry will quickly make themselves felt on the relief 
rolls. Under Michigan law a worker must work 3 weeks to attain 2 weeks’ 
unemployment compensation eligibility, and most rehired workers have had little 
opportunity to pile up more than a few weeks’ entitlement. 

When Norman Barcus, chief of the MESC’s Research and Statistics Division, 
says, “All of Michigan’s unemployment problem stems from cutbacks in the 
auto industry and related plants,” he’s talking of a trend that began long before 
the 1958 recession. 

Zmployment in the automotive industry has been dwindling since 1955, when 
364,000 persons toiled along the Motor City’s assembly lines. This number in- 
cluded some 150,000 defense plant workers, however, and changes in defense 
spending slashed that figure to perhaps 20,000. In the peak car production vear 
of 1955, when 7.9 million new cars rolled out of plants around the country, 
Detroit auto employment was 327,000.. Today it’s approximately 235,000. 

Much of this decline stemmed from the stepped-up pace of decentralization— 
particularly on the part of Chrysler, which for a long time concentrated almost 
all of its production facilities in this area. Part of the drop resulted from the 
demise of Hudson and Packard. And, according to the UAW, a good portion 
ws caused by the integration into the operations of the major producers of much 
of the work once performed by Detroit’s independent parts suppliers. 

In recent months, other factors have been at work, but the outcome has been 
the same: Fewer jobs. One estimate puts the total hourly rated U.S. employment 
of the 5 carmarkers at the end of December at 525,000—dlown 58,000 from a year 
earlier. 

In January, these same carmakers assembled 545,757 passenger cars, against 
489,516 in January, 1958—an increase of 11 percent. The same contrast, in an 
even more pronounced form, shows up locally. 


FORD BOOSTS EMPLOYMENT 


Ford has actually increased its work force—to 119,000 at the end of January, 
up 18 percent from a year earlier. But its output last month rose to 189,301 
units, a gain of 18.6 percent from a year ago. And officials of UAW Local 600 
assert Ford’s employment at Detroit area plants actually has been cut to 34.000, 
down 2 percent from a year earlier. 

The reasons behind the diverging trend lines of output and employment are 
varied, but the ones that most excite the UAW and its out-of-work members are 
productivity gains and the scheduling of heavy overtime hours in preference to 
rehiring laid-off workers. 

It’s only natural, says the MESC’s Mr. Barcus, that increised production 
doesn’t bring an immediate. comparable rise in employment. “Management's 
first move,” he explains, “is usually to add overtime hours. Later, if it’s neces- 
sary, it will add stations to a production line.” <A last resort, of course, is to 
add a shift. 

“Only consumer pressure will force that. though,” he adds. As an example he 
cites the 81,000 persons added to Michigan’s factory payrolls between November, 
1952, and May. 1953, as plants sought to catch up with demand accumulated 
during the steel strike. 

No such demand is in prospect for the beleaguered car producers, who doubt- 
less will continue to accomplish any extra work necessary with overtime. 
Evidence of the extent to which they have resorted to this device is indicated 
in MESC figures on hours. In December, the average auto worker put in 40.9 
hours a week, compared with only 381 hours a year before—a gain of 7.5 
percent in the average workweek. 

Over a long period, of course, overtime, with its premium pay rates, is a more 
expensive means of boosting output than the hiring of extra men. For the first 
few weeks, however, use of the extra men involves costly problems, too, The 
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new men often must be trained or retrained, and many assembly-line jobs must 
be rescheduled. 

Perhaps the most important reason why auto makers, for the present, prefer 
to rely primarily on overtime is offered by one company official who remembers 
all too well the unfavorable headlines accorded large-scale layoffs last year. 
“Until we know better just what the market is going to be,’ he says a bit 
grimly, “we just aren’t going to hire a lot of new people and run the risk of 
having to lay them off later on. It might be cheaper, but it sure gives us a 
black eye with the public.” 

Besides the overtime schedules, another factor probably permitting higher out- 
put with fewer workers is the product mix. Chevrolets, Fords, and Plymouths, 
for example, require slightly fewer man-hours of labor than do Buicks, Lincolns, 
and Chryslers. With these lower priced models accounting for a larger portion 
of total production this year, fewer workers are required. 


PROPUCTIVITY’S TOLL 


Making allowances for all other factors, however, it is clear that gains in 
productivity flowing from improvement of facilities, automation and other forms 
of increased efficiency are destined to take an increasing toll of job opportunities 
in the auto industry. 

There is considerable disagreement between the UAW and the companies on 
just how fast auto productivity rises each year. The union, using figures col- 
lected by the Bureau of Labor Statistics for the period 1919-40 (when the 
Government collected such statistics), claims evidence that output per man-hour 
in the auto industry rises at a pace three times that of the economy as a whole. 
On this basis, it would be possible for the car makers to eliminate 8 to 
10 percent of their work force yearly without impairing productive capacity. 
The auto makers claim the union’s estimates of productivity gains are too high. 

According to a local economist who shares the UAW view, it may well prove 
impossible for either Government action or collective bargaining to reduce the 
work week in the auto industry fast enough to maintain present employment 
levels over the years. “Legislation to cut the workweek will have to be based on 
national averages,” he explains, ‘and the auto industry will easily outstrip 
that every year.’ In his opinion, only vast new increases in the total car 
market-——unlikely in the next decade—can produce new job opportunities in 
the industry. 

The short-run outlook is certainly no better. Nat Weinberg, director of the 
Special Projects Department of the UAW, says, “I doubt that the present market 
can sustain production even at present levels. I look for employment to remain 
steady until April or May and then go downhill.” 

Some auto officials have indicated inventories of unsold new cars in the hands 
of dealers will be allowed to reach about 800,000 before production cutbacks begin. 
On February 10, they reached 712,000 and, unless sales pick up substantially, will 
top the 800,000 figure by mid-March. 

What’s to be done? The UAW, for one, proposes to exercise whatever moral 
suasion or public pressure it can muster to eliminate overtime in the auto industry 
while thousands are still without work. This is almost certain to precipitate new 
clashes with the Chrsyler management in coming weeks as that company seeks 
to build dealer stocks depleted by its month-long curtailment of production. 
Stalled by a strike against Pittsburgh Plate Glass Co., its primary supplier of 
window glass, the company only now is getting back into full production and is 
scheduling overtime operations. 

On another answer, almost every concerned official—union, management or 
governmental—is agreed: Detroit must diversify its industry to get away from 
its dependence on the fluctuating fortunes of the car manufacturers. But how 
is this to be accomplished ? 

Employer groups in Michigan generally have blamed Mr. Reuther and Gov. G. 
Mennen Williams for what they call the reluctance of out-of-State businessmen to 
consider this area for new plants. 

The UAW chief’s militant brand of unionism, they say, and Governor Williams’ 
unfriendly attitude toward business have frightened business away. All that is 
needed, according to these groups, is a more equitable tax system and a lid on 
labor costs. 

In spite of this political furor over taxes, however, most comparisons show 
Michivan’s taxes on business are not out of line with those imposed by other 
heavily industrialized States with large populations and highly organized public 
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services. Nor, according to a study made by Dr. Cecil M. Birch, University of 
Detroit economics professor, are Detroit’s nonauto wage rates particularly high. 
For comparable tasks, he finds, Detroiters in nondurable goods manufacturing 
are paid about the same wages as their counterparts in Ohio, Indiana, Illinois, 
and Wisconsin. 

LACK OF SITES 


Nevertheless, the popular conception of Michigan as a high-tax, high-labor-cost 
region remains an obstacle to industrial diversification. Another serious stum- 
bling block is the lack of adequate available industrial sites. Detroit, an old city, 
has seen crowded residential sections grow up around nearly every major plant— 
choking off all room for expansion or remodeling and fearfully complicating the 
job of redevelopment. The old Hudson plant, for instance, is being razed for a 
shopping center—not a new industry. 

Officials complain that the city cannot possibly undertake the financial burdens 
involved with any large-scale industrial site development and add that private 
interests seem little interested in the task. Only some form of Federal aid, they 
insist, will make it possible. 

Diversification is, of course, very much a long-range objective. The immediate 
prospects are certainly no more promising. “We wish we knew the answer,” 
admits Mr. Barcus of the employment security commission. 

A few of the displaced auto workers, he suggests, may go into service indus- 
tries or retail trades. But his remark is not put forth very hopefully. “Right 
now,” he adds, “there are no openings for any persons without some special tech- 
nical skill. There are large numbers of white-collar and professional people out 
of work, in fact—they’ve been hit relatively harder than the factory workers 
in this recession.” 


[From the Wall Street Journal, Mar. 6, 1959] 


AvuTO OUTLOOK—INDUSTRY ECONOMISTS TRIM SALES ForECASTS AS CREDIT BUYING 
Lacs—Bie THREE’Ss SMALL CarR PLANS, STEEL STRIKE THREAT ADD TO Dourts 
ON 1959—PoweERr oF ‘PosITIVE THINKING’ 


(By Dan Cordtz, staff reporter of the Wall Street Journal) 


DerroiT.—Lagging credit sales—in spite of some of the easiest credit terms 
in history—are prompting some second thoughts here about the size of this year’s 
auto market. 

Six months ago, most auto executives were predicting 1959 sales of 5.5 million 
American-built passenger cars, plus about 500,000 imported foreign models. This 
is still the official view, but an increasing number of the auto companies’ own 
market researchers and economists are expressing private doubts. 

“T think it’s generally true,” says one auto company economist, ‘‘that the real 
expectation now is something in the neighborhood of 5 million—perhaps as high 
as 5.2 million—domestically produced cars.” 


FOREIGN CARS GAIN 


The car makers’ overall forecast of total sales in this country of 6 million 
ears, however, might not be far off the mark. Still-booming sales of foreign cars 
may push their total well above 500,000. But that hardly brings comfort to the 
American manufacturers. 

Although sales of around 5 million domestically produced cars would be below 
the industry’s earlier expectations, such as total would represent an improve- 
ment over 1958. Dealers’ sales of U.S.-made cars last year totaled 4,285,000, 
down about 26 percent from 1957. Although final figures aren’t yet available, 
sales in the first 2 months of 1959 are estimated at about 828,000 units, an in- 
crease of 18 percent over a year earlier. If the industry were to reach sales of 
5.5 million cars this year, however, it would have to top the 1958 figures by 30 
percent in the final 10 months of 1959. 

Production has been outpacing sales, reflecting the fact the manufacturers are 
building up dealer inventories. Output this week is expected to total 134,370 
ears, an increase of 5 percent over last week and a 60 percent rise from the figure 
for a year earlier. But auto makers cannot continue indefinitely to produce 
more cars than dealers are selling; sooner or later, unless sales pick up, they'll 
have to cut output. 
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Yesterday, in fact, United Auto Workers officials said they expect a production 
cutback of about one-third by the end of this month at General Motors Buick 
works in Flint, Mich. This week’s sharp production gain over the like 1958 
week results in part from the fact that dealers’ inventories a year ago were heavy 
and manufacturers were cutting back production. 

Manufacturers, of course, still are hopeful the sales outlook will brighten later 
this year. If the Nation continues to climb out of the 1957-58 recession, con- 
sumers conceivably could become a good deal more credit-minded later this year. 
But the market researchers and economists at the moment see no reason to look 
for a big enough sales bulge to push the total much beyond 5 million cars. 

There is more than one reason for their trimmed forecasts. But the most im- 
portant appears to be growing evidence of consumers’ caution on credit. 

During 1958, auto dealers sold 2,672,300 cars on time, down 28.5 percent from 
1957's total of 3,733,700. In the same period, cash sales dropped only 23.2 percent. 
A comparison with 1956, the year in which credit accounted for a record 67 per- 
cent of all sales, is more striking. Credit sales in 1958 fell 31.9 percent from the 
1956 figure, while cash sales dropped just 16.5 percent. 


HARDER HIT BY THE RECESSION 


For the first 9 months of 1958, the auto industry was concerned but hardly 
surprised by the slow pace of credit sales. ‘‘After all,” explains one finance com- 
pany official, ‘the people who buy cars on credit generally were harder hit by 
the recession than those who pay cash.”’ But in the final 3 months of last year, 
with the Nation beginning to head back toward prosperity, auto men had looked 
for an upswing in credit sales. 

Actually, however, just the reverse occurred. While cash sales for the October- 
December period rose 6.4 percent from the figure for the corresponding period of 
1957, sales on time plunged 25.2 percent. 

No later figures are available on the number of cars purchased on credit. But 
other statistics indicate that credit sales, while they may be showing a seasonal 
upturn, still are not rising in proportion to total sales. Sales of domestically pro- 
duced cars in January totaled 427,900, an increase of 12.3 percent from a year 
earlier. The amount of new auto installment credit extended in that month was 
$1.2 billion, an increase of only 6.1 percent over January 1958. 

Credit sales, as a percentage of total auto sales volume, usually reach a peak 
in September and October, just before the new models are introduced. Dealers 
push credit sales hardest in these months in their efforts to clear out the last of 
the old models. Then in November and December the credit sales percentage 
tends to fall sharply, as cash buyers come in to buy new models. Early in the 
following year, credit buying tends to head upward. 

Why aren’t credit sales growing at a faster pace? 

The chief reason, most industry economists say, is psychological. Unemploy- 
ment remains relatively high. ‘The pace of recovery has been slow. So many 
consumers still are in “await and see” mood, the economists figure. 

“There’s an almost direct correlation between consumer confidence and the 
credit sales of big-ticket durable goods items—cars especially,” says one 
economist. “And, although there has been some upturn in confidence—accord- 
ing to surveys of intentions to buy—it hasn’t been enough to convince us that 
public confidence really has returned.” 

Concern over the public’s mood probably will prompt auto spokesmen 
to stay with their optimistic original sales forecasts as long as there is the 
barest possible hope they will be realized. To understand this “positive think- 
ing” attitude of the carbuilders, listen to the views of one influential market 
research man: 

“As a professional economist, | doubt very much that public statements by 
sales officials or others really have anything much to do with recessions. But, 
in my capacity as counsel to our own executives, I believe in playing it safe. 
So I’d always advise them to say nothing that might upset public confidence or 
be a negative factor.” 

In spite of the industry’s determination to look on the bright side, some 
potential customers obviously are paying more heed to less optimistic develop- 
ments. Says a finance company official: “A lot of people who weren’t directly 
affected by the recession at all have still decided against going into debt. 
Economic news is front-page stuff nowadays, and the average consumer knows 
things about business conditions that only a few top corporate executives were 
aware of a few years ago.” 
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Whatever the reason for continued hesitancy by many buyers, there is little 
disagreement that it exists. And it will become more of a problem if heightened 
by two occurrences possible later this year—a national steel strike and the in- 
troduction by one or more of the Big Three of American-made small cars. 


“CAN'T STOCKPILE SALES” 


The most troublesome aspect of a steel strike, in the opinion of many auto 
executives, is not the possible effect on the carmakers’ own steel supplies. “We 
ean stockpile steel,” one explains, “but we can’t stockpile sales to carry us 
through any large-scale dislocation of the economy.” What is feared, in other 
words, is that a prolonged steel strike—besides idling thousands of members of 
the United Steelworkers, all of them good potential aut) ustomers—might also 
cause the shutdown of countless other factories, thus \arowing other people 
out of work and severely curtailing auto demand. And the persons who would 
be most affected by such a steel strike are the same prospective installment-credit 
buyers who have already demonstrated a cautious attitude. 

The same sort of worry afflicts the men responsible for announcing—or keeping 
secret—the Big Three’s small-car plans. Remarks a high-ranking official of 
one division that is developing a compact model: “We'd love to be the first to 
announce a small car. But we’d a whole lot rather make certain we don’t 
lose any sales we might otherwise make. If it comes to a choice between glory 
and gold, we’ll take the gold every time.” 

Eventually, however, some public commitment will have to be made. The 
current lowered sales forecasts, together with the continued boom in sales of 
American Motors’ Ramblers, Studebaker-Packard’s Larks and foreign imports, 
will fortify the Big Three in their determination to turn out scaled-down models 
of their own. 

IMPACT ON SALES 


And when the first announcement is made, it’s generally expected sales—at 
least of the lower-priced models—will suffer an immediate slump as prospective 
buyers decide to wait for a look at the new smaller vehicles. And, with the first 
such car not expected until October—with the other two to follow near the end 
of the year or later—the small cars cannot be expected to add much to the year’s 
sales total, even if they are an immediate success. 

Thus, in spite of the belief of top executives that the Big Three’s smaller cars 
ultimately will prove beneficial to the U.S. industry, their effect on 1959 appears 
more likely to be negative. 

Finally, there is another sales-depressing factor suggested by the experts, 
which has its greatest impact on credit—rather than cash—buyers. 

It’s price resistance, a controversial influence not conceded by many industry 
spokesmen but one backed up by a good deal of circumstantial evidence. ‘I don’t 
say that auto prices have risen,” says one independent researcher who is highly 
respected inside the auto industry, “but all our studies indicate the public 
generally believes prices have gone up. And they're vocally resentful that prices 
went up during a period of low sales. They just can’t accept the idea of having 
inflation and a depression at the same time.” 

While these difficulties are not precisely welcomed by the auto makers, there 
is one aspect of them that lends them some encouragement: Most pass away. 
Public confidence is bound some day to return; the steel strike either will not 
take place or eventually will be settled, the small car uncertainty will end. 

More troublesome, however, is the nagging possibility that the past 3 or 4 
years has cured Americans of any notion about staying in debt just so they can 
drive a car not more than 3 years old. 


FALSE IMPRESSIONS OF 1955 


“I’m afraid,” says one Big Three economist, “that we got an awful lot of false 
impressions from the results of 1955. Certainly one of them may turn out to be 
the idea that car buyers really don’t mind carrying payments permanently—just 
like rent. I was never convinced about that one, and now I’m firmly convineed 
it’s wrong. Once a person has been through one of those three-year contracts, 
where his car might be giving him trouble or even breaking down before he’s 
paid for it, I suspect he'll be hard to suck in again.” 

Ever since the credit splurge of 1955-56, when dealers discovered that liberal 
financing terms could persuade many undecided customers to buy a car, the auto 
industry has relied heavily on credit to bolster sales. 
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For the past two years, for example, sales executives of the various assembly 
divisions have predicted bravely—and with astonishing inaccuracy—that sales in 
the ensuing year were sure to boom as the 1955-56 buyers came back into the 
market. Unfortunately for them and the rest of the auto industry, there’s been 
no evidence yet to suggest their thesis is valid. 

The question that nags at thoughtful auto executives is this: Is this buyer 
reluctance to go into debt just a product of the recession or is the average new- 
ear buyer going to refuse to change cars every 3 years? 

In 1955, by generally extending contract terms to 36 months and beyond for 
the first time, the industry slashed the average length of time credit buyers 
held their previous cars to 32 months—compared with 37 months in 1954. In the 
market of that period, however, most car buyers with 32-month-old automo- 
biles had completed paying for them about 8 months before and could with 
little effort be persuaded to go into debt as long as the payments could be kept 
within reason. Today, however, the typical credit buyer still owes something 
like $300 on his vehicle after 32 months of “ownership.” He thus has less 
equity in the car he trades and must put up more cash. 

“We just don’t have another shot in the arm left in the medicine chest,” is 
the way a General Motors Acceptance Corp. spokesman puts it. 

A monthly survey by the Federal Reserve Board shows that in December, 
latest month for which figures are available, nearly 51 percent of all contracts 
were written for more than 30 months. That was a gain from about 38 percent 
a year earlier and is more than double the figure for all of 1955. 

The picture on down payments is more obscure, but the Federal’s studies 
seem to indicate that close to 40 percent of all buyers are getting by with down 
payments of less than 25 percent—against about 44 percent who made pay- 
ments in that size category in 1955. And, although these figures are derived 
only from member ranks, major finance company officials indicate terms gener- 
ally either have changed little since 1955 or have eased. 

“In our case,” says an executive of Commercial Credit Corp., “there has been 
some trend to smaller down payments, although this varies as to areas, market 
conditions and price of cars.” 

An official of C.I.T. Financial Corp., although he denies his firm has been 
accepting smaller down payments, frankly concedes that overall “credit terms 
are at least as liberal as they have ever been.” Although 1955 was the year in 
which the looser policy yielded spectacular results, he says, there has been 
no real tightening up since. ; 

“Maximum terms haven’t gotten longer—in fact there is practically no paper 
written for longer than 36 months,” he explains, “but a lot more people are 
getting the three-year terms now.” 


(The following communication was submitted to the subcommittee 
by Hon. Paul Brown of Georgia :) 


STATE DEPARTMENT OF EDUCATION, 
DIVISION OF VOCATIONAL EDUCATION, 


Atlanta, Ga., March 23, 1959. 
Hon. PAUL Brown, 


US. Congress, 
Washington, D.C. 

DEAR CONGRESSMAN Brown: Reference sections 16 and 17 of area redevelop- 
ment bill : 

Please do all you can to change 16 and 17 as advocated by the American 
Vocational Association. 

Attached hereto is copy of proposed languages for 16 of S. 722 and H.R. 3466 
and amendments for section 17. 

I think it is highly important that this change be made in this area redevelop- 
nent bill. 

Very truly yours, 


GEorRGE I. MARTIN, 
State Director, Vocational Education. 
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PROPOSED LANGUAGE FOR SECTION 16 oF S. 722 AND H.R. 3466 anpb 
AMENDMENTS FOR SECTION 17 


VOCATIONAL TRAINING 


Sec. 16. (a) The Secretary of Labor, in cooperation with the Administrator 
and State Vocational Education authorities, shall survey the vocational training 
or retraining needs of unemployed individuals residing in redevelopment areas 
and shall so advise the Secretary of Health, Education, and Welfare as to the 
needs of each such area. The Secretary of Health, Education, and Welfare in 
accordance with such findings shall cooperate with existing State and local 
vocational education officials in charge of existing public vocational training and 
retraining programs for the purpose of encouraging the use of facilities and 
services of such agencies for such individuals. 

((b) Whenever the Secretary of Health, Education, and Welfare finds that 
additional facilities or services are needed in a redevelopment area or areas in a 
state to meet the vocational training or retraining needs of individuals in such 
area, he shall through the Commissioner of Education provide assistance, in- 
cluding financial assistance from funds authorized under this Act when neces- 
sary, to the State Board for Vocational Education for the provision of such addi- 
tional facilities or services. If the State Board for Vocational Education is un- 
able to provide the facilities and services needed, said State Board may provide 
for the same by agreement or contract with public or private educational institu- 
tions: Provided, That the Secretary of Labor shall arrange to provide any neces- 
sary technical assistance for setting up apprenticeship programs in the area: 
Provided further, That any vocational training or retraining provided under this 
section shall be designed to enable unemployed individuals to qualify for new 
employment in the redevelopment area in which they reside. 


PROPOSED AMENDMENT TO SECTION 17 


(a) Insert on line 4, page 29, between the words “the” and “Secretary” the 
following: “State Board for Vocational Education and the” and on lines 13 and 
14 of page 29 delete the following last words from item (b): “and section 16 of 
this Act.” 
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(The following data was referred to at p. 476 by Mrs. Aryness Joy 
Wickens, U.S. Department of Labor :) 


Tentative list of areas that may qualify for Federal assistance as areas with 
substantial and persistent unemployment under various legislative proposals * 


(March 1959 revised list) 


MAJOR AREAS? 





Administration (Kilburn) bill, 
H.R. 4278 (18 major areas) 





Spence bill, H.R. 3505 (23 major 
areas) 


Douglas bill, 8S. 722 (as reported 
by committee) (23 major areas) 





Indiana: 
Evansville 
South Bend 
Terre Haute 

Massachusetts: 
Fall River 
Lawrence 
Lowell 3 
New Bedford 

Michigan: 
Detroit 


Muskegon 
New Jersey: 
Atlantic City 
New York: 
North Carolina: 
Asheville 


Ohio: 
Pennsylvania: 
Altoona 
Erie 3 
Johnstown 
Scranton 
Wilkes-Barre—Hazleton 
Rhode Island: 
Providence 
Tennessee : 


West Virginia: 
Charleston 





Indiana: 
Evansville 
Terre Haute 

Massachusetts: 
Fall River 
Lawrence 
Lowell 
New Bedford 

Michigan: 
Detroit 
Grand Rapids 
Muskegon 

New Jersey: 
Atlantic City 

New York: 
Utica-Rome 

North Carolina: 
Asheville 
Durham 

io: 


Pennsylvania: 
Altoona 
Erie 
Johnstown 
Scranton 
Wilkes-Barre—Hazleton 
Rhode Island: 
Providence 
Tennessee: 
Chattanooga 
Knoxville 
West Virginia: 
Charleston 
Huntington-Ashland 





Indiana: 
Evansville 
South Bend 
Terre Haute 

Massachusetts: 
Fall River 
Lawrence 
Lowell 
New Bedford 

Michigan: 
Detroit 
Flint 
Grand Rapids 
Muskegon 

New Jersey: 
Atlantic City 

New York: 

North Carolina: 
Asheville 


Ohio 
*Lorain-Elyria 
Pennsylvania: 
Altoona 
Erie 3 
Johnstown 
Scranton 
W ilkes-Barre— Hazleton 
Rhode Island: 
Providence 
Tennessee: 
Knoxville 
West Virginia: 
Charleston 
*Huntington-Ashland 





See footnotes at end of table. 
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Tentative list of areas that may qualify for Federal assistance as areas wtth 
substantial and persistent unemployment under various legislative proposals * 
(March 1959 revised list)—Continued 


SMALLER AREAS ¢# 





Administration (Kilburn) bill, 


Spence bill, H.R. 3505, (110 
er 


Douglas bill, 8. 722 as reported 








H.R. 4278 (56 smaller areas) smaller areas) by committee, (89 smaller areas) 
Alabama: Alabama: Alabama: 
—_— Alexander City —— 
wiknte Anniston a 
Florence-Sheffield Florence-Sheffield Florence-Sheffield 
a Gadsden a 
Jasper Jasper Jasper 
— Talladega * Talladega 3 
Alaska: Alaska: Alaska: 
— Anchorage Anchorage 
Connecticut: Connecticut: Connecticut: 
Bristol 3 Bristol Bristol 
Danielson Danielson Danielson 
—— Norwich 3 Norwich 3 
Georgia: Georgia: Georgia: 
—_— ‘occoa -—— 
Illinois: Dlinois: Illinois: 
Centralia Centralia Centralia 
Harrisburg Harrisburg Harrisburg 
Herrin-Murphysboro-West Herrin-Murphysboro- West Herrin-Murphysboro-West- 
Frankfort Frankfort Frankfort 
Litchfield Litchfield Litchtield 
—— Mount Carmel-Olney Mount Carmel-Olney ! 
Mount Vernon Mount Vernon Mount Vernon 
Indiana: Indiana: Indiana: 
— Connersville — 
Michigan City-La Porte Michigan City-La Porte Michigan City-La Porte 
Muncie Muncie Muncie 
— New Castle *New Castle 
—_ Richmond 
Vincennes Vincennes Vincennes 
: Kansas: Kansas: 
— Coffey ville-Independence- Coffey ville-Independence- 
Parsons Parsons * 
Pittsburg Pittsburg Pittsburg 
Kentucky: Kentucky: Kentucky: 
Oorbin Corbin Corbin 
—— Frankfort a: 
Hazard Hazard Hazard 
—- Hopkinsville Hopkinsville 
Madisonville Madisonville Madisonville 
Middlesboro-Harlan Middlesboro-Harlan Middlesboro-Harlan 
Morehead-Grayson Morehead-Grayson Morehead-Grayson 
Owensboro Owensboro Owensboro 
Paducah Paducah Paducah 
Paintsville-Prestonsburg Paintsville-Prestonsburg Paintsville-Prestonsburg 
Pikeville- Williamson Pikeville-W illiamson Pikeville-Williamson 
Maine: ne: Maine: 
Biddeford-Sanford Biddeford-Sanford Biddeford-Sanford 
—— Lewiston Lewiston 3 
Maryland: Maryland: Maryland: 
um berland Cumberland umberland 
a Westminster = 
Massachusetts: Massachusetts: Massachusetts: 
— Milford Milford * 
—- North Adams North Adams 
Southbridge-W ebster * Southbridge-W ebster * Southbridge-Webster 
— Taunton Taunton 3 
Michigan: Michigan: Michigan: 
a —. eager 
ay City? ay Cit ay City 
—- Benton Harbor 5 —- 
Escanaba 3 Escanada Escanaba 


Iron Mountain 


Monroe 


Port Huron 
See footnotes at end of table. 





Tonia-Belding-Greenville 
Iron Mountain 

Jackson 

Marquette 

Monroe 

Owosso 

Port Huron 





*lonia-Belding-Greenville 
Iron Mountain 
Marquette 
Monroe 

*Owosso 
Port Huron 
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Tentatiwe list of areas that may qualify for Federal assistance as areas with 
substantial and persistent unemployment under various legislative proposals ' 
(March 1959 revised list )—Continued 


SMALLER AREAS‘ 





4 TY (Kilburn) bill, 


R. 4278 (56 smaller areas) 


Spence bill, H.R. 3505, (110 
smaller areas) 





Missouri: 


Montana: 
Butte 


New Jersey: 
Bridgeton 
Long Branch 

New York: 
Amsterdam 


Gloversville 3 


North Carolina: 
Fayetteville 


Shelby-K ings Mountain 
Ohio: 


Oklahoma: 
McAlester 
Oregon: 


Pennsy Avani 3: 
Berwick- Bloomsburg 


Clearfield-Du Bois 
Lock Haven 
Pottsville 


Sunbury Shamokin, Mount 
Carme 
i rob Connelisville 


Rhode | Island: 
Tennessee : 


Lafoltette-J etlico-Tazewell 
Texas: 


Texarkana 
Vermont : 
Virginia: 
Big Stone Gap-Appalachia 
Radford-Pulaski 
Washington: 
Anacortes 


Port Angeles 
See footnotes at end of table. 





Douglas bill, S. 722 as reported 
by committee, (89 smaller areas) 





Missouri: 
Joplin 
Montana: 
Butte 
Kalispell 
New Jersey: 
Bridgeton 
Long Branch 
New York: 
Amsterdam 
Auburn 
Batavia 
Gloversville 
New burgh-M iddletown- 
Beacon 
North Carolina: 
Fayetteville 
Kinston 
Mount Airy 
Rockingham-Hamlet 
Rutherfordton-Forest City 
wa. Shelby- Kings Mountain 


Cambridge 
East Liverpool-Salem 
Portsmouth-C hillicothe 
Springfield 
Oklahoma: 
McAlester 
Oregon: 
Coos Bay 
Pendleton 
Pennsylvania: 
Berwick-Bloomsburg 


Butler 
Clearfield-Du Bois 
Lewistown 
Lock Haven 
Pottsville 
Sayre-Athens-Towanda 
Sunbury-Shamokin-Mount 
Carmel 
Union-Connellsville 
Williamsport 
Rhode Island: 
New port 
Tennessee 
Bristol-Johnston Cit y- 
Kingsport 
Lafollette-Jeitico-Tazewell 
Texas: 
Laredo 
Texarkana 
Vermont: 
Springfield 
Virginia: 
Big Stone Gap-Appalachia 
Radford-Pulaski 
Washington: 
Aberdeen 
Anacortes 
Bellingham 
Everett 
Olympia 
Port Angeles 





Missouri: 
Joplin 
Montana: 
Butte 
Kalispell 3 
New Jersey: 
Bridgeton 
Long Branch 
New York: 
Amsterdam 
*Auburn 





Gloversville 


North Carolina: 
F Fayetteville 


Mount Airy 
Rockingham-Hamlet 


Shelby-Kings Mountain 
Ohio: 
Portsmouth-Chillicothe 
Springfield 3 
Oklahoma: 
McAlester 
Oregon: 
Coos Bay 3 


Pennsylvania: 
Berwick-Bloomsburg 


Clearfield-Du Bois 

Lewistown 

Lock Haven 
*New Castle 

Pottsville 


Sunbury-Shamokin-Mount 
Carmel 
Uniontown-Connellsville 
Williamsport 
Rhode Island: 


Tennessee: 


Lafollette-Jellico-Tazewell 
Texas: 

Texarkana 
Vermont: 


Virginia: 

Big Stone Gap-Appalachia 

Radford-Pulaski 
Washington: 

Aberdeen 

Anacortes 

Bellingham 

Everett 

Olympia 

Port Angeles 
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Tentative list of areas that may qualify for Federal assistance as areas with 
substantial and persistent unemployment under various legislative proposals? 
(March 1959 revised list )—Continued 


SMALLER AREAS ¢ 








Administration (Kilburn) bill, Spence bill, H.R. 3505, (110 Douglas bill, S. 722 as reported 
H.R. 4278 (56 smaller areas) smaller areas) by committee, (89 smaller areas) 
West Virginia: West Virginia: West Virginia: 
Beckley Beckley Beckley 
—- Bluefield Bluefield 
we os *Clarksburg 
Fairmont Fairmont Fairmont 
Logan gan Logan 
—- Morgantown Morgantown 
Point Pleasant-Gallipolis Point Pleasant-Gallipolis Point Pleasant-Gallipolis 
Ronceverte- Ronceverte- Ronceverte- 
White Sulphur Springs White Sulphur Springs White Sulphur Spring 
Welch Welch Welch 











1 This listing is preliminary and tentative, and is based largely on bimonthly or semiannual data compiled 
from area labor market reports ——« in connection with the Bureau of “5 Security's program 
for the classification of areas according to relative adequacy of labor “er. ata used cover & 2- to 5-year 
period extending through the closing months of 1958; early 1959 data, now becoming available for some areas, 
could result in several changes in the above listing. A more comprehensive review of area data on a monthly 
—trather than bimonthly or semiannua]—basis, and in the light of whatever criteria may be included in the 
bill finally enacted, would be required to determine which areas are eligible for assistance as areas with sub- 
stantial and persistent SS. 

2 Major areas are areas included in the Bureau of Employment Security’s regular area labor market report- 
ing and classification program. This program covers 149 of the country’s leading employment centers. 
pity is ogy and labor force data for these areas are generally available on bimonthly basis. 

3 Borderline. 

4 Smaller areas: Areas with a labor force of 15,000 or more which are officially classified as ‘‘smaller areas 
of substantial labor surplus” by the Bureau of Employment Security. Data for such areas are generally 
available on a semiannual basis. Information for smaller areas which are not classified, or for areas with a 
labor force of less than 15,000, is not available in Washington on a consistent basis. 


*Appears eligible solely on the basis of unemployment 100 percent above national average for 1 of the 
preceding 2 years. 


Note.—Areas which might qualify under 8. 722 solely on the basis of unemployment 100 percent above 
the national ave for both of the preceding 2 years not noted separately. Such areas would automatically 
be eligible under the criterion permitting areas to qualify if unemployment is 75 percent above the national 
average for 2 of the preceding 3 calendar years. 


Source: U.S. Department of Labor, Bureau of Employment Security, Office of Program Review and 
Analysis, Washington, D.C. Mar. 18, 1959. 


Mr. VantK. This concludes the hearings on H.R. 3505 and related 
bills, and the committee will adjourn to reconvene at the call of the 
chairman. 

(Whereupon, at 11:50 a.m., the committee adjourned. ) 


xX 
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